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PREFACE 


By Senator Theodore Francis Green, Chairman, Special Committee 
To Study the Foreign Aid Program 


Since 1948 the United States has appropriated in excess of $50 bil- 
lion for foreign aid. During the 10-year period since the inception of 
the Marshall plan, however, the relationships among the nations of 
the world have undergone substantial change and the scope and 
nature of United States aid programs have frequently been altered. 

Although there has been a gradual decrease in the sums appropri- 
ated over these years, there has been a gradual increase in the opposi- 
tion to these programs. This increased opposition is evident in the 
votes in the Senate. 

In 1948 there were seven votes against final passage of the Marshall 
plan. In 1956 there were 30 votes against final passage of the mutual 
security appropriation bill, equally divided between the 2 parties. 

There is serious cause for concern when foreign policy programs 
of the size and the impact of the annual mutual security acts do not 
command the support of more than two-thirds of the Senate. It 
would seem that such programs if they are to be successful in pro- 
moting the national interest should be of a kind to enlist wider 
congressional and public support. One of the reasons for the con- 
stitutional requirement of a two-thirds majority for consent to rati- 
fication of treaties is that the Nation when it speaks in foreign policy 
should speak with a strong, united voice. Foreign aid programs 
cannot achieve their full potential unless they draw support from the 
American people. 

The trend of increasing opposition to these programs would seem 
to indicate either that their purposes have not been clearly understood 
or that there is a growing belief that they have in some way failed to 
serve the national interest. In either event, the trend must be re- 
versed either by clarifying the relationship between the programs and 
the national interest or by changing the programs so that they may 
more clearly serve the national interest. 

It was as a result of considerations of this kind that the Senate on 
July 11, 1956, passed Senate Resolution 285, creating the Special 
Committee To Study the Foreign Aid Program. The Senate in- 
structed this special committee to make— 


exhaustive studies of the extent to which foreign assistance 
by the United States Government serves, can be made to 
serve, or does not serve, the national interest, to the end that 
such studies and recommendations based thereon may be 
available to the Senate in considering foreign aid policies for 
the future, 


The special committee is composed of all members of the Commit- 
tee on Foreign Relations and the chairman and ranking minority 
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member of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. 

Without limiting the scope of its inquiry, the special committee 
was instructed to direct its attention to the followi ing matters: 


Sec. 3. The committee shall, without limiting the scope of 
the study hereby authorized, direct its attention to the 
following matters: 

(a) The proper objectives of foreign aid programs and the 
criteria which can be used to measure accomplishment. 

(b) The capability of the United States to extend aid, in 
terms of the Nation’s economic, technical, personnel, and 
other resources 

(c) The need and willingness of foreign countries to re- 
ceive aid, and their capacity to make effective use thereof. 

(d) The various kinds of foreign aid and alternatives 
thereto as well as the methods by which and conditions on 
which aid might be furnished. 

(e) The related actions which should be taken to make for- 
eign aid effective in achieving national objectives. 


In the conduct of its study the committee was instructed to make— 


full use * * * of the experience, knowledge, and advice of 
private organizations, schools, institutions, and individuals. 


It was authorized to enter contracts for this purpose and not to exceed 
$300,000 was made available to meet the expenses of the committee, 

Since the special committee was instructed to transmit the results 
of its study to the Senate not later than January 31, 1957, and in view 
of the shortness of time available for its work, a small executive com- 
mittee was constituted to, supervise the detailed research work for 
the full committee. The executive committee upon instructions from 
the full committee outlined a series of research and analysis projects 
to be undertaken by private institutions in the United States. 

The executive committee has concluded the following contracts 
covering 11 major research projects: 

Project No. 1— Military assistance: 

Part A: The Policy: Contractor—The Institute for War and 
Peace Studies of Columbia University, New York City. 
Part B: The Program: Contractor—Systems Analysis Corp., 

Washington, D. C. 
Part C: Military Review and Evaluation. 

Project No. 2— The Objectives of United States Economic Assist- 
ance Programs: Contractor—The Center for International 
Studies of the Massachusetts Institute of Technology, Cam- 
bridge, Mass. 

Project No. 3—Foreign Assistance Activities of the Communist 
Bloc and Their Implications for the United States: Contractor— 
Council for Economic and Industry Research, Washington, 
D.C. 

Project No. 4— American Private Enterprise, Foreign Economic 
Development, and the Aid Programs: Contractor—The Ameri- 
can Enterprise Association, Inc., Washington, D. C. 

Project No. 5—The Use of Private Contractors in Foreign Aid 
Programs: Contractor—Jerome Jacobson Associates, Washing- 
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Project No. 6—The Role of Foreign Aid in. the Development of 
Other Countries: Contractor—The Research Center in Economic 
Development and Cultural Change of the University of 
Chicago. 

Project No. 7—The Foreign Aid Programs and the United States 
Economy: Contractor—The National Planning Association, 
Washington, D. C, 

Project No. 8—Agricultural Surplus Disposal and Foreign Aid; 
Contractor—The National Planning Association, Washington, 
D.C. 

Project No, 9—Foreign Aid Activities of Other Free Nations; 
Contractor—Stuart Rice Associates, Washington, D. C. 

Project No. 10—Personnel for Foreign Assistance Programs: Con- 
tractor—Louis J. Kroeger & Associates, San Francisco. 

Project No. 11—The Administrative Aspects of United States 
Foreign Assistance Programs: Contractor—The Brookings In- 
stitution, Washington, D. C. 

The committee has also made arrangements with the following ten 
individuals to conduct “on-the-spot” surveys of foreign aid programs 
in different geographic regions of the world as follows: 

1. Former Ambassador Norman Armour: Countries—Greece, 
Turkey, and Iran. 

2. Mr. Hamilton Fish Armstrong, editor of Foreign Affairs: 

Countries—Lebanon, Iraq, and Jordan. 

Former Ambassador David K. E. Bruce: Countries—Peru, 
Chile, Argentina, Uruguay, and Brazil. 

4. Former Ambassador Jefferson Caffery: Countries—Portugal, 

Spain, France, Italy, and England. 

5. Dr. John A. Hannah, President, Michigan State University: 
Countries—Korea, Japan, Okinawa, Formosa, and the 
Philippines. 

6. Mr. William Randolph Hearst, Jr., president, Hearst Consoli- 
dated Publications, Inc., and editor in chief of Hearst News- 
papers: Countries—Norway, Denmark, and Western Ger- 
many. 

Mr. Clement Johnston, chairman of the board of the United 
States Chamber of Commerce: Countries—Burma, Thailand, 
Cambodia, Indonesia, Laos, and Vietnam. 

8. Dr. Lewis Webster Jones, president, Rutgers University: 
Countries—Pakistan, India, Afghanistan, and Ceylon. 

9. Mr. James Minotto, former MSA Chief in Portugal: Cown- 
tries—Cuba, Haiti, Dominican Republic, Venezuela, Pan- 
ama, Costa Rica, Nicaragua, Honduras, El Salvador, 
Guatemala, and Mexico. 

10. Mr. Allan B. Kline, former president, American Farm Bureau 
Federation: Country—Y ugoslavia. 

Each of these contractors and individuals will submit a report to the 

committee. 

This study of Agricultural Surplus Disposal and Foreign Aid was 
the fifth to be submitted to the special committee. It was designed 
to help the committee find answers to subjects covered in an outline 
prepared by the committee staff. A copy of the outline appears in 
the appendix. [See p. 40.] 
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The study was prepared for the committee by the National Planning 
Association of Washington, D. C. 

I anticipate that the special committee may wish to make this 
study the subject of a public hearing. In that way it would be 
possible for committee members to test the soundness of the sug- 
gestions and recommendations included in the study, prior to the 
committee reaching its own conclusions, and submitting its recom- 
mendations to the Senate. 

This report has been printed for the use of the Special Committee 
to Study the Foreign Aid Program, and does not necessarily reflect 
the views of the committee or of any of its members. 
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NATIONAL PLANNING ASSOCTATION, 
Washington, D. C., December 21, 1956 
The CHAIRMAN, 
Special Committee To Study the Foreign Aid Program, 
Washington, D. C. 

Dear Mr. CuatrMan: In response to your request of October 22, 
1956, | am submitting a staff report of the National Planning Associa- 
tion on Agricultural Surplus Disposal and Foreign Aid. 

The report presents and appraises the Government programs for 
disposing of agricultural surpluses abroad; their relationships to 
foreign aid; the w ays in which they are administered; and their effects 
on the United States, on countries receiving the surpluses, and on 
other exporting countries. Based on the analysis of the programs 
and discussions with informed individuals in both Government and 
private circles, a number of suggestions for improving the programs 
and making them a more effective instrument of foreign aid are 
brought together here. All of the topics listed in the general outline 
which was prepared by the staff of your committee are covered, 

The Agriculture Committee on National Policy of the National 
Planning Association, for some time, has been considering how our 
abundant agricultural supplies can be used in ways that will be 
mutually beneficial to the United States and to friendly peoples 
abroad, and thus become an asset rather than a liability. The effects 
of the foreign aid programs on United States agriculture are also 
treated briefly in our staff report prepared for your committee on 
the effects of the foreign aid program on the United States 
economy. 

A preliminary draft of this report on agricultural surplus disposal 
was reviewed by our Agriculture Committee on National Policy at a 
meeting on December 8 and 9. The members of the committee made 
a number of suggestions which have been incorporated in the report. 
They also expressed their general agreement with the conclusions and 
the changes suggested for improving the programs which are sum- 
marized in the final chapter of the report. 

The general conclusion is that our disposal programs have proved 
useful, and should be continued with certain changes of emphasis and 
some administrative modifications. 

Agricultural surpluses have been a troublesome domestic problem 
for so long that their great value in aiding the development of friendly 
countries is not generally appreciated. They are an asset cf unique 
value. The United States is one of the few countries that has a aie 
in a world where agricultural production is barely keeping pace with 
rapidly growing populations. This asset can be used with increasing 
effectiveness in the achievement of our general foreign policies if only 
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we recognize more fully the real contribution which our agricultural 
surpluses can make. 

The disposal programs are admittedly a step away from our tradi- 
tional view of world trade with a minimum of Government restrictions. 
They do contain elements of “state trading’ and bilaterialism. But 
the major agricultural countries of the world have brought their 
governments into the pricing and marketing of farm products on a 
decisive scale. Bilateral trading has become the rule, not the excep- 
tion. If all this is painful to us, what are the alternatives? We could 
return to the policy in effect. before adoption of the present disposal 
programs, which means holding our surpluses off the world market 
until the output of other exporting countries has been disposed of. 
Another alternative would be to abolish all Government price support 
-_ storage operations, and let prices be made entirely in the market 

ace. 

Assuming that neither of these alternatives would be acceptable to 
the United States, the report reaches specific conclusions concerning 
the disposal programs and foreign aid, and presents suggestions for 
changes in them. 

CONCLUSIONS 


1. Despite substantial disposals and efforts to reduce output, 
surpluses of some commodities must be expected to continue for 
some time. 

2. Existing disposal programs are effective, considering the many 
United States agencies and foreign governments involved, but changes 
are needed to bring better coordination and expedite operations. 

3. The effect on other exporting countries has not been demon- 
strably harmful despite their fears in this respect; at the same time, 
care is needed to avoid harmful effects in the future. 

4. The effect on countries receiving surpluses has been beneficial. 

5. Alternative methods of handling excess stocks through inter- 
national cooperation have not been accepted by the nations of the 
world; creation of national and regional reserves is receiving inter- 
national attention at present, and United States leadership might yield 
useful results. 

SUGGESTED CHANGES 


1. Continuation of the disposal programs should be authorized for 
an additional 5 years beyond the present expiration date of June 30, 
1957. 

2. The administrators of the programs should be free to make dis- 
posal agreements with Iron Curtain countries when and if there is an 
ete thereby to advance the aims and aspirations of freedom- 
or peoples. 

ore of the proceeds from the sale of surplus commodities for 
local currencies should be used for economic development and less for 
paying United States obligations abroad. 

4. The emphasis in economic development programs should con- 
tinue to be on loans, but it should be recognized that grants also can 
play a useful role in particular circumstances and should be used where 
warranted. 

5. In a few years, the problem will arise of what to do with the 
foreign currency funds which will be accumulated abroad by the 
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United States in the form of loan repayments; a policy regarding them 
should be worked out now. 

6. There are two programs for the sale of surpluses in exchange for 
foreign currency; these should be consolidated. 

7. In the authorization of grants for disaster relief, more exact 
legislative guidance as to what qualifies as a ‘‘disaster”’ w ould be useful. 

8. Programs of a nondisaster relief nature now being conducted 
under title II of Public Law 480 should be transferred to title I and 
linked directly to economic development. 

9. The barter provision of Public Law 480 must be administered 
carefully to avoid retaliatory steps by other countries; as surpluses 
are worked down, barter should have a lower priority than economic 
development and relief programs. 

10. Donations to private voluntary relief agencies should be con- 
tinued, but in the light of their rapid growth, closer coordination 
with other phases of the program is needed. 

11. Earlier consultation with other exporting countries on pending 
agreements should be arranged. 

12. The food-deficit countries should be encouraged to establish 
adequate food reserves. 

13. The United States should work with receiving countries— 
always with their full cooperation—to develop methods of domestic 
distribution in those countries, which will result in increased con- 
sumption, minimizing the possibility of unfavorable repercussions on 
their domestic prices and other imports. 

14. The United States should take the lead in promoting consulta- 
tions and negotiations on the possibilities of international cooperation 
in the handling of surpluses. 

This report has been prepared by Howard R. Tolley and Arthur 
Moore, who are members of the National Planning Association 
Agriculture Committee on National Policy, with the assistance of 
Susan Hammond, Virginia D. Parker, and other members of the 
National Planning Association staff. 

It is a pleasure to recommend these suggestions for the considera- 
tion of your committee. We hope that they will be of value in the 
important task of assessing the future of foreign aid and developing 
more effective programs. 

Respectfully submitted. 

H. Curistian SONNE, 
Chairman, Board of Trustees. 
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I. Current Surpivus SItTuaTIoNn 


Use of agricultural surpluses abroad in a manner that would 
strengthen our foreign relations, particularly our foreign aid programs, 
has long been a goal of Congress, the executive branch, and of agri- 
cultural leaders in private life. 

Piecemeal efforts to achieve the goal were written into legislation 
for years, some going back to the period immediately before World 
War Il. However, it was not until adoption of section 550 of the 
Mutual Security Act of 1953, authorizing sales for local currencies, 
that substantial progress began. This authorization was continued 
in section 402 of the Mutual Security Act of 1954. Also, in 1954, 
Congress adopted a broader and more varied attack on the surplus 
problem in Public Law 480, which expires on June 30, 1957 

Four underlying considerations led to the adoption of Public Law 
480 and section 402, and to the vigorous manner in which they have 
been administered: 

Our surplus stocks, most of them acquired by the Commodity 
Credit Corporation as part of price support activities, were mounting 
rapidly, and were causing uncertainty in the minds of farmers in this 
country and in foreign countries. An orderly and gradual liquidation 
of these surpluses seemed advisable to stabilize the world supply and 
demand picture. This was the central purpose of Public Law 480 
and section 402. 

2. The United States could not remain indefinitely in a position of 
holding its own surplus stocks off the world market while other coun- 
tries disposed of their entire production—particularly since our domes- 
tic agricultural policy held up world prices and thus formed a protective 
umbrella over producers in foreign countries. 

With the mterests in mind of friendly foreign countries who also 
are exporters, the United States was seeking to dispose of surpluses 
in a way that would not disrupt world prices. 

4. Furthermore, there was particular stress on expanding consump- 
tion in areas where there is demonstrable underconsumption, and 
where there was an opportunity to use our surplus stocks to stimulate 
general economic development. ‘Thus the short-run goal of reducing 
our surpluses was joined with the long-run goal of increasing world 
consumption of agricultural products and promoting development of 
friendly countries. 

Congress approved four methods of using agricultural surpluses 
abroad in its 1954 actions: 

Sale of stocks for foreign currencies (covered in title I of Public 
Law 480 and sec. 402, Mutual Security Act). 
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2. Grants of surplus stocks to friendly people for famine and other 
disaster relief (title II of Public Law 480). 

3. Donations of surplus stocks to nonprofit, voluntary agencies for 
distribution to needy persons abroad (title III, sec. 302 of Public 
Law 480). 

4. Barter of surplus commodities for stockpile materials and for 
goods required in our economic and military aid programs in foreign 
countries (title ITI, sec. 303 of Public Law 480). 

In addition, the Commodity Credit Corporation at times sells com- 
modities from its stocks to private traders at competitive prices, thus 
reducing surpluses. From time to time in this report, mention is 
made of the effects of such sales, but they are not examined in detail 
because they are not a part of the special foreign disposal programs 
as laid out in the congressional actions of 1954. 

Material in this report is organized along the following lines: This 
section discusses the current disposal situation, including prospects 
of reducing surpluses. Section II describes the role of the many de- 
partments and agencies in administering the four disposal programs 
approved by Congress in 1954. Section III takes up the economic 
effects of the disposal programs on other exporting countries and on 
receiving countries. Section IV deals with efforts at international 
collaboration in the disposal of surpluses. The final section V presents 
a summary and conclusions. 


A. VOLUME OF SURPLUS DISPOSALS ABROAD ! 


All United States agricultural exports in fiscal year 1954-55 had a 
value of approximately $3.1 billion. In the fiscal year 1955-56, 
exports rose to $3.5 billion. This 11 percent increase in value re- 
flected a 17 percent rise in volume, as prices were somewhat lower in 
1955-56. 

The value of commercial agricultural exports for dollars was $2.1 
billion in 1955-56, slightly lower than in the previous year; and the 
value of exports under the special programs authorized in Public Law 
480 and section 402 of the Mutual Security Act rose to nearly $1.4 
billion, an increase of about $500 million. Exports under the Govern- 
ment’s special programs accounted for approximately 70 percent of 
the exports of wheat and dairy products and approximately 60 percent 
of the exports of coarse grains, cotton, and rice. 

The outlook for total exports in the current 1956-57 fiscal year, as 
estimated by the Department of Agriculture, is for a 15 to 20 percent 
rise in value above last year. It seems likely that about half of all 
agricultural exports will move through the special Government pro- 
grams, which would mean a further rise in such exports. 

During the first 2 fiscal years in which these special programs were 
in effect, 1954-55 and 1955-56, some $3 billion worth of surplus com- 
modities were included in Government agreements for either local 
currency sales, grants, donations, or barters. Much of this total, 
however, had not been shipped during that period. The value of the 
commodities in agreements made in 1955-56 was appreciably higher 
than in 1954-55, and in the first half of the current fiscal year, 1956-57, 
may amount to something like $1 billion. 


1 For detailed figures on the volume and value of the principal agricultural commodities in the surplus 
disposal programs, see appendix tables I, II, and III. 
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After an agreement is signed by the United States and a receiving 
country, varying lengths of time are required to assemble the com- 
modities, transport them to ports, and place them aboard vessels. 
For example, the value of title I shipments, from the beginning of the 
program to June 30, 1956, was only a little over $500 million, while 
the value of commodities under title I agreements signed to that 
date was more than $1 billion. 

Total values in the agreements under the different authorizations 
are given in the following table. 


Approximate values of all commodities in agricultural surplus disposal agreements 


{In millions of dollars] 











Fiscal Fiscal 
1954-55 1955-56 
Sales for foreign currency (sec. 402, Mutual Security Act) 1_.............-....._-- 446 354 
Sales for foreign currency (title I, P ublie Law 480) _ gtcachemduageqnen 360 682 
Famine relief and other assistance (title II, Public Law 480) _ en 2108 2110 
Donations to voluntary agencies (title ITI, sec. —_ Public Law y 480). Me HEE PTA R BaD 2197 2 308 
Barter (title III, see. 303, Public Law 480)___.__- 


chaaetl sereens-s---2| 282 316 





1JIn the fisca] year 1953-54, sales for foreign currency totaling $236 million were made under sec. 550 of 
the Mutual Security Act for that year. 


2 Commodity Credit Corporation costs. All other figures are export market values. Commodity Credit 
Corporation costs per unit are considerably higher than export market values, 


Sales for foreign currencies under title I of Public Law 480 and 
section 402 make up well over one-half the total for both years. The 
total of sales, grants, donations, and barter under Public Law 480 
was approximately 50 percent higher i in 1955-56 than in the previous 
year, but sales under section 402 declined. 

The principal commodities and the approximate volume of each 
scheduled for disposal abroad under all authorizations and agreements 
in the 2 fiscal years 1954-55 and 1955-56 are:? 


Wes «a ccuwehoxtte~cncccwaensendle tet aaee coun million bushels... 450 
Mapes) 1s I. SSS OL SIR IE million hundredweights _ - 15 
eet OPIN 6 ok. a SSS. ee million bushels_. 270 
GOR ibis 2% bined ms awplateld anid Si wae skein aad million bales... 3.4 
Eas ies sae hsdignco: Sok beat 0 digi epg aaon sigh hoi ah arate million pounds... 125 
De I a ek a a oh alain oak enal eo ee i... & pre 
DME PROC ok nn Se OS ee ka een cc Oe open eee do_._. 1, 400 


B. COUNTRIES RECEIVING SURPLUS COMMODITIES 


Countries in all parts of the world have received agricultural 
surpluses under the authorizations in Public Law 480 and in section 
402 of the Mutual Security Act approved in 1954. 

Sales for foreign currency under section 402 of the Mutual Security 
Act have been made in 28 countries where we have mutual security 
programs. In Asia, South Korea and Taiwan have been important 
buyers; in Europe, Yugoslavia, Spain, France, and the United 
Kingdom have participated. 

Under Public Law 480, title I sales for local currencies have operated 
in some 30 countries. By far the largest title I agreement is that with 
India, signed in August 1956. The value of various commodities in 
the agreement is more than $300 million, covering a period extending 
for 3 years. The second largest is with Japan. Other Asian countries 


2 Presumably, information on disposals under Public Law 480, from July 1 to December 31, 1956, will 
be included in the President’s semiannual report to Congress in January. 
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with substantial title I programs are Indonesia, Pakistan, South Korea, 
and Burma. In Africa and the Near East, title 1 agreements have 
been made with Israel, Turkey, Greece, Egypt, and Iran. Two of the 
largest title I agreements are with Eu i Spain and 
Yugoslavia; smaller programs are in effect in Austria, the United 
Kingdom, Italy, Finland, France, West Germany, the Netherlands, 
and Portugal. In Latin America, substantial agreements have been 
made with Brazil, Chile, and Argentina; and smaller ones with 
Colombia, Peru, Paraguay, and Ecuador. 

Grants, mostly for emergency relief, under title II, have been made 
in Asia and Africa to India, Pakistan, Nepal, Vietnam, Cambodia, 
Laos, and Libya; in Europe to Yugoslavia, Italy, Austria, Czecho- 
slovakia, West Germany, and Hungary; in Latin America to Bolivia, 
Guatemala, Haiti, Honduras, Peru, and Costa Rica. 

Donations abroad, under title I11, constitute the most widespread 
of the surplus programs. ( ‘ommodities are being distributed in 84 
countries and dependent territories through such voluntary relief 
organizations as the Catholic Relief Service, National Catholic 
Welfare Conference, Church World Service, Lutheran World Relief, 
CARE, American Friends Service Committee, Hadassah, and others. 

Under the barter provisions of title III, private firms trade strategic 
and other materials from friendly countries for our agricultural 
surpluses. These firms then sell surpluses abread through normal 
trade channels. Thus, barter has no direct connection with foreign 
aid or the relief of poverty. Indeed, there is a tendency for the sale 
of surpluses acquired through barter to be concentrated in already 
developed countries. In Asia, Japan bas received a iarge amount; 
India, Korea, and Taiwan smaller amounts. Turkey, Israel, Egy pt, 
Greece, and Iran have received bartered commodities, as have prac- 
tically i ’ Netherlands, West 
Germany, Belgium, and the United Kingdom. A representative 
number of Latin American countries have also received bartered 
goods. Altogether, bartered surpluses have been sent to 36 countries. 








Cc. VOLUME OF SURPLUS STOCKS AND PROSPECTS OF REDUCING THEM 


Agriculture surpluses available for disposal under existing legislation 
are defined as “stocks in excess of domestic requirements, adequate 
carryover, and anticipated exports for dollars’ (Public Law 480, sec. 
106). Precise computation under this provision is impossible, as there 
is no way to foretell accurately what any of the three factors will 
amount to. “Adequate carryover,” for example, should include ample 
reserves for use in case of emergency such as war or crop failure. 
Reserves of this nature can be maintained only by Government action, 
and their size would depend on the international situaiion. 

For purposes of this study, we have accepted the estimates of sur- 
pluses for the 1955-56 crop years made by the Interagency Committee 
on Surplus Disposal, which were published in May 1956.4 These are: 


Prospects of Foreign Disposal of Domestic Agricultural Surpluses, a staff study, directed by the Inter- 
agency Committee on Agricultural Surplus Disposal, Washington, May 1956. 
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Disposal agreements had been stepped up markedly during 1955-56. 
But, partly caused by the lag in shipping, the actual stocks of most sur- 
plus commodities were not reduced. ‘This is shown by comparing the 
supply (carryover plus production) at the beginning of the present 
fiscal year, 1956-57, with that of a year earlier, as in the following 
table. 

Supply 4“ selected commodities ! 

















A i 1955-56 1956-57 
| i hae 1 Tit ee eel 
Commodity | | | 
| Carry- | Produe- | Supply Carry- | Produc- | Supply 
} over “| tion over tion | 
1 
Wheat (million bushels) hap apitinult Si 937 1, 963 1, 034 | 976 2,010 
Cotton (million bales) ..............--...- 11,2 14.7 25.9 14.5 13.2 | 27.7 
Tobacco (million pounds).................| 4,037 2, 226 6, 263 4,173 2, 067 6, 240 
Rice (million hundred weight) | * 26.7] " 83.6] 80.3 34.6 46.3 80.9 
Feed grains (million tons) . ‘ ‘ 39.1 | 131.1 170, 2 43.2 | 127.7 170.9 
Food fats and oils (million pounds) - -.-.-- | 962 | 10, 802 | 11, 764 | 761 11, 010 11,771 





1 Based on data frorn the U. 8. Department of Agriculture. Feed grains include corn, oats, barley, and 
grain sorghums. The principal food fats and oils are soybean oil, cottonseed oil, lard, and butter. Lin- 
seed oi] is not included. Relatively small amounts of imports of all commodities are not included in these 
figures. 


1. Surplus trends by commodities 

This year’s supply of each of the commodities shown in the above 
table is as large as it was last year. The surplus outlook for major 
commodities is assessed below. 

Wheat.—The surplus is not being reduced despite the fact that 
wheat is the most widely used commodity in the special disposal 
programs. Out of the total supply of 2,010 million bushels at the 
beginning of the 1956-57 crop year, close to 800 million bushels was 
surplus according to the Interagency Committee’s estimates. 

Disposals under the special programs have been large, amounting 
for fiscal years 1954-55 and 1955-56 to about 450 million bushels. 
In addition, over 38 million bushels were disposed of in 1953-54 under 
section 550. Sales of wheat continue to play a leading role in this 
year’s agreements. Yet the carrvover at the end of the present crop 
vear is expected to be almost as large as the 1,034 million bushels at 
the beginning of the year, and the surplus will remain not far from 
800 million bushels. 

Rice.—The surplus is being reduced. Out of the total supply of 
80.9 million hundredweight at the beginning of the current crop ves 
some 20 million hundredweight was estimated as surplus. Shipments 
under the disposal programs this year are running far ahead of last 
year, and total exports may double. 

The quantity of rice to be disposed of under all agreements signed 
in the last 2 fiseal vears totaled about 15 million hundredweight. As 
with the other surplus commodities, much of this had not been shipped 
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by the end of fiscal 1955-56. Several million hundredweight from 
disposal agreements already consummated will be exported this crop 
year. Under the title | agreement with India, signed in August 1956, 
4.4 million hundredw eight : are programed for shipment during a 3-year 
period. 

The effect of rising shipments and a drop in production will be to 
reduce the expected carryover from 34.6 million hundredweight at the 
beginning of this crop year to something like 17 million at tae end 
of the year. The surplus will also show a shar p drop from the 20 
million hundredweight at the beginning of the year. 

Cotton.—The surplus of cotton is being reduced, as a result mainly of 
this year’s greatly expanded sales by the Commodity Credit Corpora- 
tion at competitive prices.‘ When the 1956-57 crop year began, there 
was a carryover of 14.5 million bales and an indicated total supply 
of 27.7 million bales, of which about 10 million bales could be con- 
sidered as surplus. 

In the 2 fiscal years, 1954-55 and 1955-56, about 1.7 million bales 
were sold under title 1; and about 1.6 million bales under section 402. 
Cotton for emergency relief under title II totaled ge 34,000 bales, 
and barter contracts were made for 52,000 bales. Thus, during the 
2 years, disposals under the special programs were 3.4 million bales, 
but a large quantity had not yet been shipped at the beginning of 
the 1956-57 year. Total United States exports in 1955-56 came to 
only 2.3 million bales. 

Tobacco.—Exports in 1955-56 were the largest since 1946-47, but 
the total supply of tobacco for 1956—57 is about as large as it was last 
year. Total exports this year probably will be less by some 10 percent 
than last year. Thus, the surplus at the end of this year probably 
will be practically as large as the 1,122 million pounds in surplus at 
the beginning of the 1955-56 year. 

Feed grains.—Supplies are high, exports are running considerably 
behind last year, and a big carryover of feed grains is in prospect. 
The carryover of corn into the present crop year was nearly 1.2 billion 
bushels and production in 1956 was somewhat greater than in 1955. 
The total supply is adequate to meet all prospective requirements for 
domestic use and exports, and leave a larger carryover at the end of the 
present crop year. On the other hand, the 1956—57 supplies of oats, 
barley, and grain sorghums are smaller than m 1955-56. 

Food fats and oils.—The total supply of food fats and oils for the year 
beginning October 1, 1956, is approximately 11.8 billion pounds, about 
the same as the preceding year. Exports in 1955-56 were at a record 
high, resulting m considerable measure from shipments under the 
surplus-disposal programs. Stocks have been reduced well below 
the burdensome levels of 1953 and 1954, but continued heavy exports, 
including sales and donations under the special programs, will be 
needed to prevent a recurrence of excess stocks. 

Dairy products.—Surpluses of dairy products have been reduced. 
The Commodity Credit Corporation stocks of butter had disappeared 
entirely by October 1956, as a result of donations for foreign and do- 





4 Sales by the Commodity Credit Corporation at competitive prices are now moving larger quantities 
In 1955-56, 1 millio.. bales were sold to private exporters at the world price. When the current crop year 
began August 1, the Commodity Credit Corporation began selling additional stocks. By mid-November, 
5.7 million bales had been sold. These sales to exporters by the Commodity Credit Corporation, tozether 
with shipments under the other programs, promise some reduction in the cotton carryover at the end of 
the current crop year—possibly a decline of about 2.5 million bales. It seems likely that the surplus will 
show about the same drop. 
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mestic use and sales at competitive prices. In the 2 fiseal years 1954- 
55 and 1955-56, about 325 million pounds were donated for foreign 
use and 230 million for domestic use. Also, donations of about 400 
million pounds of cheese and 850 million pounds of dry milk in the 2 
years reduced stocks markedly. About 80 percent of the dry milk 
and over half the cheese were for foreign use. 

In summary, surpluses are no longer mounting rapidly. Excess 
stocks of some commodities are being reduced, but the special dis- 
posal programs have not succeeded in reducing some of the most 
burdensome surpluses. The surplus problem is still a major one after 
23 years of vigorous disposal programs abroad. 

2. Other factors affecting surpluses 

There are other factors, in addition to the disposal programs, that 
might reduce surpluses which should be considered in weighing future 
policy. 

Will ordinary commercial exports expand?—Not greatly, for most 
commodities. World trade in all agricultural products has increased 
only slightly in recent years, despite vigorous efforts by other exporting 
countries to increase their sales. In most underdeveloped countries, 
where chronic food shortages exist, dollars are scarce and usually these 
countries prefer to use their limited dollars to acquire capital goods.$ 

Will consumption in the United States rise enough to solve the surplus 
problem? Ina National Planning Association study of A Balanced 
Agriculture in 1965,° the authors project an overall increase in domestic 
food consumption of about 17 percent from 1955 to 1965. This 
will result mainly from an increase in population. On the other hand, 
they predict that the increase in overall production will be even 
greater—caused primarily by improved technology on the farm— 
unless prices fall considerably below present levels or effective produc- 
tion controls are imposed. Some increases in domestic consumption 
could be achieved through the school lunch and other disposal pro- 
grams, but it is not to be expected that they can be expanded suffici- 
ently to absorb any large portion of present surpluses in the immediate 
future. 

Will production be reduced sufficiently to eliminate surpluses? The 
soil bank and other programs will no doubt result in decreases. But 
keeping in mind the large quantities of wheat, cotton, rice, tobacco 
fats and oils, and other commodities now on hand, and the substantial 
excess production of recent years, it does not seem likely that the pro- 
duction declines now foreseen could by themselves solve the surplus 
problem except over a considerable number of years. 

Considering the size of present stocks and the difficulty of reducing 
surpluses, there is a useful role to be played by the disposal programs. 
The problem of working off current surpluses and bringing agricultural 
output into balance with demand will be solved only by a many-sided 
approach, of which surplus disposal can be one. As will be developed 
later, there are limitations to surplus disposal abroad; it can never 
solve the surplus problem alone. Carefully administered, it can con- 
tinue, however, to make a useful contribution. 
~$ For @ full discussion of world agricultural exports, see The State of Food and Agriculture, 1956, Food 


and Agriculture Organization of the United Nations, Rome, 1956. 
6 Special Report No. 42, National Planning Association, Washington, April 1956. 
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Il. How Surpiuses ArE Disrposep or ABROAD 


The programs developed under Public Law 480 and section 402 have 
been remarkably successful, despite inherent difficulties. In theory, 
there would seem to be many reasons to expect failure: divided respon- 
sibility, crisscrossing authority, clashing points of view among agen- 
cies. In practice, substantial quantities of surplus commodities are 
being moved—the essential purpose of the legislative authorizations— 
and in a way that is contributing to the economic development of 
friendly countries. 

In the early months of Public Law 480’s existence, the feeling was 
expressed in Congress that the executive departments and agencies 
were not proceeding vigorously enough with its administration. In 
light of the grave questions involved, however, a cautious start was 
desirable and paid off in the rapid increase of disposals during the past 
year. 

The administration of Public Law 480 has been worked out within 
the framework of Presidential Executive Order No. 10,560. Special 
credit for successful administration of the programs must be granted 
to the Foreign Agricultural Service of the Department of Agriculture. 
Other officials familiar with the programs agree that the prudence 
and restraint shown by the Foreign Agricultural Service, in appraising 
requests of foreign governments and in drawing up the original pro- 
posals for disposal agreements, have played a key role in Public Law 
480’s administration. 


A, SALES FOR FOREIGN CURRENCIES 


Congress has long been interested in providing a means by which 
agricultural surpluses could be exported to countries that either will 
not or cannot pay in dollars. Immediately after World War II, the 
Economic Cooperation Administration was directed to obtain com- 
modities in the United States for distribution through foreign- 
assistance programs, and exports of this nature were important in the 
agricultural picture ‘for years. A steady decline occurred, however, 
as United States relief programs abroad tapered off with the general 
economic recovery of the free world. 

In the Mutual Security Act of 1953 the specific device of sales for 
foreign currencies was approved, and its approval has been continued 
in subsequent years. By the end of fiscal 1955-56, sales with a total 
value of more than $1 billion had been made under this act. In 

ractice, more than 95 percent of the proceeds of these sales has 

een earmarked for economic aid and the remainder for military aid. 
Administration of section 402 is the sole responsibility of the Inter- 
national Cooperation Administration in the State Department. 
Officials consult with other agencies and departments administering 
sales for local currencies under title I, Public Law 480, and endeavor 
to make the two programs complement and supplement each other. 
Certain difficulties in this respect are pointed out later. 
1. Uses of funds received under title I 

Ten purposes for which foreign currency, obtained from the sales of 
surplus commodities, may be used in the country purchasing the 
commodities are listed in Public Law 480, title I. The President is 
authorized to enter into agreements with recipient countries specifying 
the amount to be used for each purpose. 
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These purposes, and the amounts earmarked for each through 
September 30, 1956, follow, arranged in the order of amounts involved. 

Loans for multilateral trade and economic development.—This is the 
largest category and a growing one. Agreements with 22 countries 
for the use of local currencies for such loans amount to $781.7 mil- 
lion, slightly under 52 percent of the total available for all uses. The 
largest loan agreements are with India for $234.1 million, Japan for 
$108.9 million, Indonesia for $77.4 million, and Spain for $73.1 mil- 
lion. Under an administrative ruling, the specifie projects for which 
loans will be approved are passed on by the International Coopera- 
tion Administration. Considerable difficulty has been encountered 
in reaching agreements on projects in some countries. As a result, 
there is a marked difference between the amounts earmarked for use 
as loans and the amounts which have been approved for actual lend- 
ing. Electric power projects have been approved in Japan and Israel; 
reforestation and watershed control in Spain; highways in Chile; an 
agricultural credit system in Ecuador; irrigation projects in Spain, 
Israel, Peru, and Japan. 

Payment of United States obligations abroad—Foreign currencies 
have been earmarked for this purpose in each of the 30 countries 
with which we have title I agreements, ranging from a low of $100,000 
in France and Western Germany to $50 million in Spain and $72 
million in India. Planned uses for this purpose total $401.5 million, 
slightly more than a fourth of all the foreign currencies available 
under title I. 

Procurement of military equipment, materials, and facilities —Agree- 
ments with 7 countries for this purpose amount to $202.7 million, 
about 13 percent of the total. This includes such substantial sums 
as $88.8 million to be spent in Yugoslavia, $57.7 million in Pakistan, 
and $45.4 million in Korea. 

Grants for promotion of multilateral trade and economic development.— 
Only 2 grants have been agreed to: $7.5 million to Greece and $54 
million to India as part of the 3-year agreement. Grants have not 
figured in most of the agreements, presumably in the belief that loans 
are more in keeping with the intent of Congress. 

Purchase of goods and services for other friendly countries —Agree- 
ments with 5 countries for specified amounts for this purpose total $22 
million, and there are 5 additional agreements with amounts still to 
be specified. Considerable difficulty has been experienced in working 
out successful agreements under this authorization. 

Development of new markets for United States agricultural products. — 
Among the 30 countries with which title I agreements had been nego- 
tiated through September 30, 1956, only those for Burma, Taiwan, the 
United Kingdom, and India do not contain at least small allocations 
for this purpose. Projects are carried out in close cooperation with 
United States and foreign trade groups, with the trade groups meeting 
part of the expense. Market surveys, consumer education, advertis- 
ing and promotion techniques, and participation in trade fairs, are 
among the projects. Thus far, $20.7 million have been earmarked for 
development of new markets. This use of funds has been particularly 
criticized by foreign producers, processors, and traders, as would be 
expected. "They view it as a direct effort to displace their own prod- 
ucts. 

International educational exchange—Agreements have been con- 
cluded with 18 countries for this purpose, totaling $10.8 million. 
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Acquisition of strategic and critical materials—Four agreements 
include this authorization. Under it, the United States has obtained 
materials from Brazil, Indonesia, Italy, and Spain worth $6.8 million. 

Other uses —In addition to the above, two additional minor uses 
have been authorized but no funds have been earmarked for them 
These purposes are the publication and distribution of books and 
periodicals, and assistance to the United States Information Agency’s 
activities. 

Of the 10 purposes listed in title I, the 3 heading the list given 
here—loans for multilateral trade and economic development; pay- 
ment of United States obligations abroad; and procurement of military 
equipment, materials, and facilities—account for about 92 percent of 
the available funds. 


2. Administrative procedures 

Public Law 480 lays down certain broad restrictions within which 
the administrators must act. Sales for foreign currency are limited 
to “friendly nations,” thereby barring negotiations with ‘Tron Curtain 
countries. With increasing signs of unrest in Soviet-dominated 
countries, it may prove useful to give the administrators of the pro- 
grams additional freedom of action in this respect. 

The law also states that reasonable precautions must be taken to 
“safeguard usual marketings of the United States” and to assure that 
sales “will not unduly disrupt world prices.” Countries receiving 
the commodities must agree not to resell or transship to other countries 
without specific approval. 

Private trade channels are to be used to the maximum extent 
practicable. In this connection, private traders play a larger role 
in the special disposal programs than is generally understood. Later, 
their role in barter will be examined in some detail. In title I deals, 
the first step is the signing of the sales agreement by the two govern- 
ments. The country receiving the surpluses may have a purchasing 
mission in this country which becomes the legal purchaser. Other 
countries designate importers as the receiving agents. But in either 
case, private United States firms are the suppliers. The purchasing 
country pays for the commodities in its local currency which is 
deposited to the credit of the United States Government abroad; 
the United States Treasury in turn pays the private United States 
firms in dollars. 

The President’s Executive order covering Public Law 480 activities 
assigns initial responsibility for sales for. foreign currencies to the 
Secretary of Agriculture, but makes it clear that the preeminence of 
the Department of State in matters s pertaining to foreign policy must 
always "he recognized. The President emphasized this point in a 
letter addressed to the heads of all departments and agencies partici- 
pating in Public Law 480 activities. "The whole program, he states, 
“must be carried out in accordance with and in furtherance of our 
foreign policy objectives. I wish to reemphasize that the Secretary 
of State is the officer responsible for advising and assisting me in the 
formulation and control of foreign policy. He assigned to the 
State Department the task of negotiating sales agreements with 
foreign caatiies in order to “give recognition to the State Depart- 
ment’s central responsibility in this area.”” [Italics added.] Thus the 
State Department has—in effect—the power of veto over proposals 
which originate in the Department of Agriculture. 
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In issuing his Executive Order, the President recognized, that the 
programs set forth in Public Law 480 were already being carried out 
by many agencies of the Government; he therefore placed adminis- 
tration of the new act in these same agencies. In addition to the 
role of the Department of Agriculture in initiating sales proposals, 
and that of the Department of State in approving them from the 
viewpoint of overall foreign policy, the Executive Order assigned to 
these and other agencies the following title I functions in connection 
with sales for foreign currencies: 

Bureau of the Budge t iixes from time to time the amounts of foreign 
currency which have accrued to each of the purposes approved in 
the law. 

Treasury Department supervises the deposits of foreign currencies 
received under the act. 

Department of Agriculture supervises the development of new 
markets abroad for United States agricultural products. 

Office of Defense Mobilization selects materials for the supple- 
mental stockpile which the act creates, to be paid for in foreign 
currencies 

General Services Administration, as agent of the Office of Defense 
Mobilization, purchases and handles material for both the supple- 
mental stockpile and the strategic materials stockpile. 

Defense Department carries out procurement of military equip- 
ment, materials, and facilities with the foreign currencies. 

International Cooperation Administration supervises purchases of 
goods and services on behalf of other friendly countries from foreign 
currency accounts and approves grants and loans for promotion of 
trade and economic development. 

State Department carries out provisions for financing international 
educational exchange. 

In this crisscrossing of responsibility among agencies, a strong effort 
at coordination is plainly needed. ‘To achieve it, the President created 
the Interagency Committee on Agricultural Surplus Disposal. 
Clarence Francis, the White House adviser on surplus disposal, i 
chairman, and committee members are representatives of the agencies 
with responsibilities under the act. In the day-to-day operations, 
however, the key coordinating group is the Interagency Staff Com- 
mittee on Surplus Disposal. "This working-level group receives and 
examines proposed agreements and, if there is unanimous approval, 
passes them along to the State Department for negotiation with the 
foreign country involved. 

‘The complicated process by which a title I agreement is proposed, 
recommended, negotiated, and finally made effective, can best be 
understood by examining the role of the three most important agencies 
involved: the Agriculture Department, the State Department, and 
the International Cooperation Administration. 

Role of the Agriculture Department.—The Interagency Staff Commit- 
tee is chaired by an official of the Department of Agric ulture, and that 
Department is the driving force behind the preparation of proposed 
agreements. 

A sale of surplus commodities for foreign currency is typically 
initiated by officials of the foreign country involved. Sometimes the 
original suggestion is made to “foreign officials by the head of the 
International Cooperation Administration mission or other United 
States representative in the country. 
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The suggestion is passed along to the Foreign Agricultural Service of 
the Department of Agric ulture, where it is assigned to a program 
officer. This official begins with a study of the foreign country’s food 
and agriculture situation, and the United States position with regard 
to usable surpluses. In the course of the preliminary study, the pro- 
gram officer is directed to check with the International Cooperation 
Administration and the State Department in regard to the country 
involved. In cases where a sale seems to be in the interest of both 
countries, the program officer prepares two reports. One is the draft 
of a proposed sales agreement. The other is in advisory paper for the 
conduct of negotiations with the foreign country, prepared for the 
guidance of our Ambassadors. 

These drafts go before the Interagency Staff Committee, which c on- 
siders them in the light of such factors as the general situation in the 
country seeking to “purchase the commodities, whether the Inter- 
national Cooperation Administration is doing anything in the country 
under section 402 or providing emergency relief under title Il of 
Public Law 480, and what the supply situation is regarding the com- 
modities in question. 

Role of the State Department.—An important consideration in the 
preparation of each proposed agreement and in subsequent staff com- 
mittee discussions is the effect of the proposal on friendly countries 
that also produce surpluses of the commodities in question. The 
program officer of the Foreign Agricultural Service is specifically 
instructed to take the exports of friendly countries into consideration 
in drawing up the proposal. In addition, one of the functions of the 
State Department’s representative on the Interagency Staff Com- 
mittee is to stress the broad foreign policy considerations involved, 
with particular reference to the views of friendly—though competi- 
tive—countries which produce agricultural surpluses. Consultation 
with representatives of other surplus- producing countries at times 
occurs informally in the early stages of preparing an agreement. 
Usually, however, State Department officials assume this duty after 
the staff committee has approved the terms. Now that both the 
United States and other exporting countries have gained experience 
with title I agreements and their effects on trade, earlier consultation 
is advisable and would contribute to international goodwill. 

The reaction of other surplus-producing countries is consistently 
one of criticism. They argue that agreements made under title | 
actually amount to unfair trading practices. They maintain—for 
example—that an offer to lend important parts of the proceeds of 
the sale to the purchasing country for economic development is a 
special inducement, which makes it all but impossible for the pur- 
chasing country to refuse. If it is pointed out that their countries 
could make similar proposals, they reply that their treasuries are not 
rich enough to underwrite this type of foreign aid. 

Other exporting countries express particular resentment over the 
provision in the law that title I sales must “safeguard usual market- 
ings’’—that is, be an addition to normal United States exports to the 
purchasing country (sec. 10la). They feel that if the United States 
makes a title I deal, it should be willing to take its chance in compe- 
tition with other surplus-producing countries for whatever additional 
market exists. 

It is generally acknowledged that the State Department, if it feels 
an agreement is contrary to broad foreign goals, can effectively block 
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a proposal at the level of the Interagency Staff Committee. In theory, 
it would be possible for the Department of Agriculture officials to 
appeal first to the top-level interagency committee, and from there to 
the Cabinet, and eventually to the President, if they felt the State 
Department’s opposition to a sales proposal was not justified. In 
practice, it is recognized that it is better to achieve unanimous agree- 
ment in the staff committee. 

Once an agreement and the accompanying advisory paper on nego- 
tiations are approved by the staff committee, the proposal is turned 
over to State. Proposals involving less than $10 million are processed 
by the State Department and sent directly to the appropriate Am- 
bassador for negotiation. Proposals involving more than $10 million 
are sent to the Under Secretary for review and final approval. Thus 
far, no proposal approved by the Interagency Staff Committee has 
been blocked by higher levels in the State Department. 

Role of the International Cooperation Admanistration.—Even after 
successful negotiation and the signing of the agreement, difficult 
problems remain. The agreement, for example, merely states how 
much of the foreign currency shall be assigned for economic develop- 
ment loans. It does not specify how the loans shall be used. Under 
terms of the President’s Executive order, projects for which loans will 
be used must be approved by the International Cooperation Adminis- 
tration before the loans are actually made. In some underdeveloped 
countries, such as India, which have a large number of desirable proj- 
ects, agreement between the International Cooperation Administration 
and the foreign country is not particularly difficult. But in other more 
economically advanced countries, such as Japan or Italy, negotiations 
may require months. 

In some instances, the International Cooperation Administration 
is willing to approve projects to which other agencies raise objections. 
Spain, for instance, suggested several projects that would increase the 
production of wheat enough to meet 14 percent of the increased 
requirements foreseen from population growth. Approval by the 
Department of Agriculture was delayed for months Casaioel of the 
policy against using foreign currency loans to expand output of any 
commodity which would compete with United States crops. Objec- 
tions were finally withdrawn on the ground that the small increase 
would be more than offset by growing demand, and that United States 
exports would therefore not be affected adversely. 

Officials of the International Cooperation Administration believe 
there is a tendency to rush the general agreements through so rapidly 
that the foreign country involved is not always aware of the limitations 
inherent in the promise of loans. They would prefer to see these 
matters cleared up early in the negotiations. 

A similar responsibility falls on the International Cooperation 
Administration in the selection of goods to be purchased with foreign 
currency for shipment to another friendly country. Local currencies 
valued at $22 million had been earmarked for this purpose to Sep- 
tember 30, 1956. Among the definite arrangements that have been 
concluded are $5 million worth of lire to purchase Italian industrial 
goods for Israel and $1.8 million worth of Japanese yen for textiles 
for Vietnam. 

Extensive purchase of goods for third countries, the International 
Cooperation Administration has found, is hampered by the difficulty 

87529674 
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of finding suitable products. As a rule, underdeveloped countries— 
where most of the foreign currencies are available—do not produce 
the type of goods needed for mutual security programs in third 
countries. It is relatively easy to make suitable purchases in econom- 
ically advanced countries such as Japan or Italy; relatively difficult 
in a country that is just beginning to industrialize. 

The problem of coordinating title I activities and economic aid 
offered under the Mutual Security Act and administered by the Inter- 
national Cooperation Administration is a difficult one. When Public 
Law 480 was adopted, it seemed to be the intent of Congress that 
economic aid offered through title I agreements should be in addition 
to aid offered through the Mutual Security Act. But it became evi- 
dent to some Members of Congress and to the Bureau of the Budget 
that aid generated through title I might in some cases take the place 
of aid through mutual security programs. In preparation of the Inter- 
national Cooperation Administration’s budget requests for fiscal 1958, 
for example, efforts were made to estimate the amount of economic 
aid that would be forthcoming through title I. 

There are, however, certain limits on the amount of dollar appro- 
priations that can be saved in this way. First are the fundamentally 
different purposes of the two programs. ‘The purpose of mutual secu- 
rity is to give highly selected and especially tailored types of aid to 
certain priority countries in order to advance our foreign policy. The 
purpose of Public Law 480 is primarily to dispose of agricultural sur- 
pluses. Thus, the two programs often do not operate even in the 
same countries. The use of local currencies for economic development 
loans has been approved in a number of countries where we have no 
economic aid program under mutual security or where we have only 
small technical aid programs, as in Latin America. Furthermore, in 
some countries local currency loans may not be what is required for 
economic development. Turkey is such a country; the need there is 
for foreign exchange with which to import capital goods. 

The continued existence of 2 programs for sales of surpluses for 
foreign currency, 1 under title I and 1 under section 402, seems un- 
necessary. As more and more of the proceeds from title I sales are 
used for economic aid—the same purpose as section 402 proceeds— 
the way is paved for merging the programs both legislatively and 
administratively. 


B. GRANTS FOR EMERGENCY RELIEF 


This country has a long tradition of coming to the aid of other 
countries stricken by natural disaster. Title IL of Public Law 480 
establishes a means of offering aid rapidly, without specific approval 
in each instance by Congress. ‘Title IL authorizes the President to 
grant surplus agricultural stocks to countries suffering from such dis- 
asters as drought, flood, earthquake, and hurricanes. In the Presi- 
dent’s Executive order regarding Public Law 480, he assigned this 
authority to the International Cooperation Administration. 

The central purpose of title II is to provide a means of offering 
assistance, in the form of surplus commodities, in times of urgent and 
extraordinary need. But, in practice, title IL grants have been made 
for other purposes of a broadly humanitarian nature. A limit of $500 
million was put on title II grants, and the authority expires June 30, 
1957. 
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Shipments made or authorized under title II, from the act’s inception 
through June 30, 1956, totaled $218 million at the Commodity Credit 
Corporation cost. This was divided almost equally between the 2 
fiscal years. Bread grains, rice, and coarse grains have comprised 
nearly 70 percent of title II authorizations—$150 million worth at the 
Commodity Credit Corporation cost in fiscal years 1955 and 1956; 
fats and oils totaled $31 million; milk and milk products, $27 million. 
Small quantities of cotton, dry beans, and other commodities have also 
been contributed. Because catastrophe cannot be anticipated, it is 
impossible to say what authorizations will be in fiscal 1957. 

Grants must be made within certain broad limits. Precautions are 
required to see that grants will not displace or interfere with sales which 
otherwise would have been made, Packages or containers must be 
labeled as gifts of the United States. As a general policy, the recip- 
ient government must agree to distribute the commodities without 
charge but, in several cases, commodities have been sold under con- 
ditions approved by the United States. Grants may be made to 
friendly governments or to ‘friendly but needy populations without 
regard to the friendliness of their government.’”’ Under this provision, 
the United States extended $10.6 million worth of aid to peoples of the 
Danube basin, when countries of that area alined with the Soviet bloc 
were swept by floods in the winter of 1954. 

The interpretations placed on the language of title IL by ‘the execu- 
tive departments are quite broad and embrace a number of programs 
that cannot be classified as “emergency relief” in the narrow sense. 
Pakistan, for example, received title II grants of $9.8 million in fiscal 
1955, and $35.8 million in fiscal 1956. Most of this was in wheat and 
rice to “avert threatened famine as a result of floods and insect damage 
to crops.”” ‘Threatened famine’ is almost a chronic condition in 
Pakistan. Under terms of the agreement, the government of Pakistan 
was allowed to sell the paaaiennniiled on the grounds that it did not 
have, and did not wish to establish, a system of direct relief. Sums 
received from the sales were used by the Government of Pakistan for 
other relief purposes. 

Libya also received grants which were not linked to specific disasters, 
but to almost permanent drought conditions. Libya received $4.2 mil- 
lion worth of commodities in fiscal 1955, and $3.9 million worth in 
fiscal 1956, most in wheat. 

Yugoslavia received $44 million worth of title I] commodities in 
another type of special case. During fiscal 1955—a period of intense 
drought in Yugoslavia—that country received some commodities under 
a title I program and some under section 402 of the Mutual Security 
Act. But a gap still existed in food needs. This was filled under 
title II, with an agreement that the Government of Yugoslavia could 
sell the title I] commodities to its citizens. 

Another type of nondisaster ICA relief program is $17.7 million 
worth of grants through title II for school lunches in Italy. 

In all of these cases, the humanitarian purpose of title II is evident. 
In addition, there are obvious reasons associated with our foreign 
policy for making grants beyond the narrow context of disaster relief. 
However, as a matter of policy, the International Cooperation Admin- 
istration administrators do not welcome programs lying outside the 
context of disaster relief. They disapprove of them in principle, and 
enter into them only when there are extenuating circumstances. 
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Officials concerned with administration of title II feel that it has 
been extremely useful as a means of offering swift aid to friendly 
overnments in distress. They feel that in some instances, our aid 

as kept friendly governments in power, and has thus contributed to a 
desirable political stability and continuity in the aided nations. 

Some key officials, however, also express fear that disaster relief 
operations might snowball into unmanageable proportions. Pressures 
are exerted by U. S. ambassadors abroad, groups of foreign origin 
within the United States, and at times within the administration itself, 
to relax our definition of what constitutes a genuine disaster. If a 
river floods 1 year, there is a tendency to apply for more aid if a creek 
overflows the next—and to be outraged if it is not forthcoming. 
There is also pressure to add programs of the nondisaster type as in 
Pakistan and Libya. The present law leaves wide administrative 
discretion in these difficult areas and more exact legislative guidance 
would be desirable. 

Administration would be simplified, and the true nature of Public 
Law 480 programs would more clearly emerge, if nondisaster relief 
eee, warranted—were made as economic aid grants under 
title I. 

C. DONATIONS TO VOLUNTARY RELIEF ORGANIZATIONS 


For many years, American voluntary agencies have been carrying 
on relief programs in foreign countries. The value of these programs 
as a supplement to official aid has been recognized by Congress, 
beginning with the Economic Cooperation Act of 1948. In that year, 
Congress appropriated funds to pay the ocean freight on relief ship- 
ments to some countries. In section 416 of the Agricultural Act of 
1949, Congress authorized the Secretary of Agriculture to make dona- 
tions of surplus food to approved voluntary agencies for use abroad, 
and this authority was greatly liberalized in Public Law 480, title III, 
section 302. 

In contrast to title II, there is no emphasis in section 302 on emer- 
gency relief in time of disaster. Rather the purpose is to help persons 
“who by virtue of their personal economic status are in need of food 
assistance.’’ Also in contrast to title II, there is no dollar limitation 
on the value of shipments. 

Section 302 also authorizes donation of Commodity Credit Corpora- 
tion stocks “for use in the United States in nonprofit school lunch 
programs, in the assistance of needy persons, and in charitable insti- 
tutions * * *.”’ Donations for foreign use under section 302 are, 
in fact, residual to all other surplus disposal programs. They may 
be made only after the requirements of title I sales, disaster relief 
under title II, and barter deals, have been met, in addition to domestic 
relief needs. Another requirement is that the Secretary of Agri- 
culture obtain assurance that recipients will not, as a result of the 
donation, diminish their normal expenditures for food. 

Movement of surpluses abroad, through voluntary agencies, has 
greatly increased since adoption of Public Law 480. In fiscal 1953-54, 
the last year under the old authorization, 104,000 short tons of food 
were donated from Commodity Credit Corporation stocks through 
the voluntary relief organizations. In fiscal 1954-55, under Public 
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Law 480, donations increased to 271,000 tons; in fiscal 1955-56; to 
610,000 tons; and in the first quarter of fiscal 1956-57, donations 
were made at a considerably higher rate. In fiscal 1954-55, only 
butter, butter oil, cheese, nonfat dry milk, and shortening were 
donated for foreign use. In fiscal 1955-56, wheat, rice, beans, and 
corn were added to the list. However, by the end of the fiscal year 
cottonseed oil, shortening, butter, and dry beans were no longer 
available in sufficient quantities for foreign distribution. 

At the end of fiscal year 1955-56; donations were being made to 24 
private United States welfare agencies and to the United Nations 
Children’s Fund for distribution to an estimated 40 million needy 
persons in 84 foreign countries and dependent territories. The 
Commodity Credit Corporation pays for processing, packaging, and 
transportation of the donated foods to the port of export, and at 
the beginning of fiscal year 1956-57, Congress authorized the payment 
of ocean freight by the Government. As shown in appentie table 
III, this program has provided by far the most important outlet 
for the disposal of surplus dairy products abroad. 

Included in the nonfat dry milk donations were more than 83 
million pounds in fiscal 1954-55 and 126 millions in fiscal 1955-56 
for the United Nations Children’s Fund, for its programs of improving 
the nutrition of children in member countries where food supplies are 
inadequate. No other commodities have been made available to the 
Children’s Fund. 

Most of the private agencies conduct or help support schools, 
hospitals, child-care centers, and other institutions in the receiving 
countries, and much of the food donated to them is used in these 
institutions or distributed through them. However, in some instances, 
distribution to needy persons is made by a governmental agency of the 
receiving country. Representatives of the United States voluntary 
agencies in the receiving countries guide or supervise such distribution. 

The first step in assuring proper distribution is taken by the Advisory 
Committee on Voluntary Foreign Aid under the chairmanship of 
Charles P. Taft. This committee makes certain that only bona fide 
voluntary relief organizations are certified to receive donations. If 
an agency qualifies, it is eligible to develop individual country pro- 
grams and to apply to the Department of Agriculture for surplus 
commodities. Programs are submitted for approval to the Inter- 
national Cooperation Administration and to the Department of 
Agriculture. 

Title III donations are welcomed by the individuals and groups 
served and by their governments. This program has not aroused the 
fears of other exporting countries, and it has widespread popular 
support in the United States. In the light of this program’s growth 
it should be more closely coordinated with other surplus disposal 
activities. 

B. BARTER OF SURPLUS COMMODITIES 


Barter of surplus agricultural commodities owned by the Com- 
modity Credit Corporation was authorized in the Corporation’s 
Charter Act of 1948 as amended and in the Agricultural Act of 1949. 
But barter transactions under these authorizations averaged only $22 
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million a year. Adoption of Public Law 480 greatly expanded 
barter activities. In fiscal 1954-55, barter contracts entered into 
totaled $282 million. In fiscal 1955-56, contracts rose to $316 million. 

Under the previous barter provisions, the Secretary of Agriculture 
was authorized to enter into barter agreements. Section 303, title 
III, of Public Law 480 directs him to do so, employing “every 
practicable means.” 

The purpose of Congress in strengthening the language of the old 
authorization is made plain in the following excerpt from House 
Report 1766, 83d Congress, 2d session, which accompanied the bill 
that became Public Law 480: 


Although barter of surplus agricultural commodities for 
critical and strategic materials is specifically contemplated 
and authorized by the Agricultural Act of 1949 and the 
Commodity Credit Corporation Charter Act, the Department 
of Agriculture has participated in relatively few such trans- 
actions and apparently has taken an attitude discouraging, 
rather than encouraging, the making of such exchanges. 


Section 303 is a forceful restatement of legislative intent, designed to 
bring about a positive and aggressive attitude toward barter on the 
part of the executive departments. This purpose has been achieved. 

Both section 303 and the preceding legislation provide for barter 
of commodities owned by the Commodity Credit Corporation for 
five purposes: 

1. To obtain strategic materials for stockpiles. 

2. To obtain materials or equipment for economic and military 
aid to foreign countries. 

3. To obtain materials and equipment for offshore construction 
programs. 

4. To obtain materials from abroad for use by Government 
agencies in the United States. 

5. To obtain storable and nondeteriorating materials for the 
Commodity Credit Corporation account which are less costly to 
store than the agricultural commodities for which they are 
bartered. 

Of these purposes, acquisition for stockpiles is by far the most 
important. In fiseal 1955-56, the other 4 purposes totaled only 
$11.3 million, mostly for economic aid to foreign countries, while 
stockpile acquisitions totaled $304 million. 

The Secretary of Agriculture is directed to arrange for barter 
transactions through private trade channels. As conducted under 
section 303 and Commodity Credit Corporation directives, barter is 
not a government-to-government program. It depends entirely on 
the initiative of private firms, seeking to extend their business and 
to make profits as in any commercial transaction. Participation in 
barter as a contractor is limited to United States firms. The materials 
received by the United States must have their origin in friendly 
countries, and the agricultural commodities received in exchange 
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must be exported to friendly countries, though not necessarily to the 
country in which the strategic material was produced.’ 

There are certain advantages for private firms. Some of these are: 

1. The typical barter contract calls for payment to the supplier 
immediately in commodities owned by the Commodity Credit Cor- 
poration, with delivery of the goods received in exchange due in 
2 years. This lag between the time the contractor is paid and the 
time he must deliver on his end of the bargain gives rise to several 
advantages. For example, he guarantees delivery either by de- 
positing cash or with an irrevocable letter of credit from a bank; 
The latter can be obtained at a very low interest rate: Thus, he 
obtains financing for 2 years at a lower cost than he could borrow 
for at regular commercial banking rates. This is a substantial 
inducement to private firms, as the sums involved are usually 
large. A typical barter contract calls for the exchange of some 
$5 million worth of goods. 

2. With a market assured for a given amount of output 2 years 
hence, the producer can enter into a long-range program of his 
own, such as expanding output or modernizing an old operation. 

3. An assured market and more efficient production often 
allows the producer to lower his price and thus better his position 
competitively. 

The barter program is also seen by participating businessmen as a 
means of getting around the trade restrictions raised by other coun- 
tries. Government-to-government trading, preferential: trade agree- 
ments, import and export quotas, and similar obstacles to trade can 
often be surmounted through the kind of barter provided for in section 
303 of title III. 

From the Government side, the chief advantage is that barter has 
successfully moved large quantities of agricultural surpluses in accord- 


? The process starts with publication by the United States of its requirements under the five approved 
pur’ of barter. Strategic materials needs—which are by far the most important in the barter program— 
are listed in releases of the Office of Defense Mobilization. These releases os group strategic materials in three 
stockpile categories: minimum, long-term, and supplemental. Materials on this list which are eligible 
for procurement through barter within the quantitative goals of the Office of Defense Mobilization are 
specified in press releases of the Barter and Stockpiling Division of the Commodity Credit Corporation. 

hese releases are available to interested businessmen. 

Agricultural commodities which the Commodity Credit Corporation will release from its stocks in barter 
transactions, and the basis for pricing such commodities, are specified in monthly Commodity Credit Corpo- 
ration sales lists, 

In a typical transaction, the initital step is taken oS producer or trader of strategic materials. The 
would-be barter contractor’s offer must conform to regulations laid down by the Commodity Credit Corpo- 
ration; it must be unconditional, must state the origin of the materials he offers, give pr: delivery dates, 
and price. Offers are considered in the light of price and quality of the materials, s pile needs, effect of 
barter procurement on the market, and similar factors. A liaison officer of the General Services Administra- 
tion reviews offers, at the same time that they are being studied by the Commodity Credit Corporation, 
The General Services Administration is the agency designated by the Office of Defense Mobilization to make 
cash purchases of strategic materials; its participation is designed to assure satisfactory performance by barter 
contractors compared to firms selling for cash. If the offer is accepted, the exact terms in the contract are 
still subject to negotiations, which may take weeks. If the offer is rejected because the price is too high, the 
would-be contractor is informed and is free to submit a lower figure. 

Once the producer or trader in the strategic material is awarded a barter contract, he takes steps to dispose 
of the agricultural commodities he received. 

The contractor often disposes of his new holdings in a single deal with a specialist in agricultural com- 
modity trading. The agricultural commodity trader then introduces the products into world trade through 
regular commercial channels. Sometimes agricultural commodity traders initiate the contract, in which 
case they must first ascertain where they can obtain materials wanted for the stockpile, or for the other auth- 
orized purposes. 

This is a complex process. As one analyst of the barter program puts it, ‘“The contractor soon learns 
that the execution and implementation of the barter contract with its double aspeet of financing and moving 
commodities in two directions is twice as complicated and risky as the normal cash contract with the Ameri- 
can Government.”’ (Barter—A New ae to Government Procurement, by Edmund Pendleton, Jr., 
in oe Journal of the Bar Association of the District of Columbia, vol. XXII, No. 1, Washington, January 
1955.). 
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ance with the wishes of Congress. In addition, Government purchas- 
ing officials report they are satisfied that through barter the United 
States can obtain desired materials at a low cost. The total effect 
of Public Law 480 has been to hold up the price of strategic materials 
obtained for the stockpile. But in a given price situation, barter may 
result in closer buying than could be achieved in spot markets for cash. 

Agricultural surpluses acquired through barter contracts have been 
sold in 36 friendly countries. Something like three-fourths of the 
total has gone to European countries. Since they usually must be 
paid for in dollars, they probably reduce other dollar exports from the 
United States, 

Even with the emphasis on private initiative and the key role of 
businessmen, barter as practiced under section 303 contains a large 
element of Government-directed trade. The selection of commodities 
for barter is a Government action in the first place and each subse- 
quent step in the process must follow Government regulations. It is 
not a process that falls wholly within our traditional concept of world 
trade, free of Government restrictions. Some of its critics, indeed, see 
it as @ Massive swing away from that tradition, and an encouragement 
to other countries ultimately to increase their own trade restrictions. 
Certainly it.is a program that must be handled with caution unless 
we care to face the prospect of retaliatory steps by other countries. 

Administrators of the barter program feel that it has about reached 
a ceiling so far as the acquisition of strategic materials is concerned. 
However, they feel that barter can still be expanded somewhat under 
the terms of section 303. The Department of Defense and the Inter- 
national Cooperation Administration, for example, may be able to 
obtain more materials through barter than they have up to now. To 
accomplish this, a specific statement of legislative intent may be 
necessary. 

There are certain advantages in the barter program for both private 
firms and the United States Government. ao ever, since bartered 
surpluses are sold abroad at competitive prices through commercial 
channels, there is some danger that they will reduce other exports 
from the United States and other countries. 


Ill. Errects aNp PoTEenrIALITIES OF SurPLUS DisposaAL PRoGRAMS 


In assessing the effects of the surplus disposal programs on foreign 
countries, it is well to keep in mind that large surpluses—even when 
withheld from trade—are an important economic factor, affecting trade 
in Many ways. 

For one thing, during the period prior to adoption of the dis- 
posal programs in 1954, rapidly mounting surpluses held by the 
Commodity Credit Corporation had an unsettling effect on foreign 
governments. It was feared we might someday find the surpluses 
intolerable, and launch an all-out dumping program to get rid of them. 
This sense of uneasiness was shared by agricultural producers in the 
United States and abroad, who had no way of knowing what the 
ultimate solution would be or how their operations would be affected. 

In addition, the existence of large stocks in this country encouraged 
other countries to let their own reserves sink, in the knowledge that 
in an emergency they could always look to ‘the United States. A 
particular case in point is cotton. This country accumulated stocks 
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rapidly up to. this year, while cotton stocks normally held by foreign 
governments and private traders dropped an estimated 1.5 million 
bales. Thus, in effect we became the operators of a free-world agri- 
cultural commodity reserve upon which others could draw when in 
need, while reserves abroad dropped below the point of prudence. 
One of the healthy effects of our disposal programs to date has been 
a renewed interest on the part of other countries in maintaining reason- 
able reserves of their own. 

The effects of the disposal programs vary widely depending on 
whether the countries involved are exporters of agricultural com- 
modities themselves, or whether they are countries receiving the 
commodities. 


A. EFFECTS ON OTHER EXPORTING COUNTRIES 


When the disposal programs were adopted, other exporting countries 
had two overriding worries: that we would drive world prices down to 
ruinous levels and that their own exports would decline. On neither 
count have these worries been borne out. Since our disposal programs 
went into effect, world prices have been relatively stable and the 
evidence seems conclusive that, on the whole, the exports of other 
countries have not declined. 

World trade in wheat, for example, rose from 879 milion bushels in 
1953-54 to an estimated 1,012 million bushels in 1955-56. Of this 
indicated rise of 133 million bushels, the United States accounted for 
124 million and other exporting countries for the balance. During 
this period, Canadian wheat exports apparently held just about even. 

World trade in rice has risen each year since 1953. Exports from 
the United States were lower in 1954 and 1955 than they were in 1953, 
but rose in 1956. Burma’s exports are up, and Thailand has sold all 
it had available for export. Indochina showed a decline but this is 
probably accounted for by political unrest and the division into 
separate political entities. 

In cotton, even with 5.7 million bales moving into world trade as a 
result of the competitive price policy of the Commodity Credit Corpo- 
ration, world prices are not being disrupted and other exporting 
countries are sharing in a generally ‘strong demand. 

Foreign agricultural experts recently “asked what United States 
officials consider a fair share of the world cotton market to be. An 
official of the Department of Agriculture replied that the United 
States “is not getting more than its share as long as prices remain 
firm (which they have) and as long as other countries are se’.ing all of 
their crop (which they are).”’ This same reply might well be applied 
to the disposal programs under Public Law 480 and section 402. 

At the same time, it should be recognized that the United States 
share of world exports is rising for some commodities. In these cases, 
it is reasonable to assume that our exports under the disposal pro- 
grams have either taken the place of exports from other countries to 
some extent, or ae e tended to keep prices from rising in response to 
strong demand. In the past 3 years, our share of w orld wheat exports 
increased from 25 percent (1953-54) to 34 percent (1955-56). There 
was a similar rise in our share of world trade in food fats and oils. 
Large gains were made in our share of trade in cheese and nonfat dry 
milk. Our share of feed grain exports also rose. On the other hand, 
our proportion of world trade in rice and cotton declined during this 
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period. As a result of expanded sales by the Commodity Credit 
Corporation, however, our share of cotton exports is likely to rise in 
the current crop year. (See appendix tables 1V to XII.) 

The degree to which it is possible for United States surpluses to dis- 
place exports from other countries varies according to the program. 
Donations made through title IT and section 302 of title I{T can have 
little effect on commercial exports so long as they are used only for 
disaster relief and to.supplement the diets of poverty-ridden peoples. 

There is probably some displacement under sales for local curren- 
cies. In title I agreements, but not in section 402 sales, the receiving 
countries undertake to maintain other imports from the United States 
at normal levels, but there is no such undertaking regarding imports 
from other countries. Despite the policy regarding normal purchases 
from the United States, there may be some reduction of commercial 
imports from this country in the wake of large shipments, and im- 
ports from other countries could be materially lessened. In the case 
of section 402 sales, which in effect take the place of dollar grants, 
other exporting countries may suffer additional displacements. If 
aid were extended in dollars with no strings attached, some of the 
dollars might be spent for agricultural commodity imports from other 
countries. In general, these sums would not be large, however, as 
underdeveloped countries of the type receiving aid from the United 
States normally rank agricultural imports low on their priority lists, 
preferring imports of a capital goods nature. 

Surpluses moving out of the United States under barter may be 
expected to replace to a considerabie degree like goods from the United 
States or other exporting countries. The commodities disposed of by 
barter enter ordinary channels of private trade immediately, and most 
of them are going to the economically advanced count”ies of Western 
Europe. Thus, they help meet ordinary commercial demand, and 
are consumed in countries where diets are already comparatively good. 
lt cannot be said of these commodities that they are an addition to 
normal exports. 

Looking at the disposal programs as a whole, it would seem that they 
are interfering to some unmeasurable extent with other exports, but 
without harmful effect to ordinary commercial exports either from 
this country or from foreign countries because of generally strong 
world demand. 

In this connection, the judgment of two international bodies on the 
conduct of our disposal programs is illuminating. In February 1956, 
at its 12th session, the United Nations Economic Commission for 
Asia and the Far East declared ‘that the concern expressed by some 
countries earlier regarding the possible adverse effect of agricultural 
disposal policies had been happily alleviated by the cooperative man- 
ner in which these policies were being executed.” The Food and 
Agriculture Organization of the United Nations pointed out that 

“cautious policies of surplus disposal have so far avoided any major 
disorganization of world markets.” * The Food and Agricultural 
emeras nt recommended to its member governments a set of prin- 
ciples aimed at maximizing the beneficial effects and minimizing the 
harmful effects of surplus disposal programs. These principles have 
been accepted by 36 member governments inciuding the United 


8 Montbly Bulletin of Agricultural Economics and Statistics, Food and Agriculture Organization, Rome, 
December 1955. 
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States.° The administering agencies of both Public Law 480 and seec- 
tion 402 endeavor to conform to these principles. 

A word of warning is necessary despite the favorable record to date. 
Other exporting countries report rising stocks in their own countries, 
and we may be entering a period of greater market sensitivity. Great 
harm can be done to the economies of friendly and neutral countries 
if we deprive them of important export markets or if, through mis- 
calculations, we should materially reduce world commodity prices. 
These dangers should not be discounted because they have been 
avoided thus far. Continued caution will be required in the future. 


B. EFFECTS ON RECEIVING COUNTRIES 


The effect on countries receiving surplus commodities through the 
disposal programs varies according to the nature of each program. 


1. Local currency loans for economic aid 


Dollar loans for economic development have been an accepted part 
of our foreign aid programs for years and do not require any detailed 
comment here. However, there is a significant difference between 
loans in dollars and the loans now being made in local currencies under 
title I and section 402. The procedure under the disposal programs is 
first to sell surplus commodities to the receiving country for its local 
currency, then from these proceeds to make a loan to the country for 
economic development projects jointly approved by the United 
States and the receiving country. If the sum were provided through a 
dollar loan, then it would have to be repaid in dollars. 

Under existing regulations the loan is repayable in dollars, at an 
interest rate of 3 percent, only if the borrowing country so chooses, 
or it can be repaid in the borrower’s own currency at 4 percent. If 
local currency is chosen, payments must total the dollar equivalent 
of the loan at the time it was made. Thus, if during the life of the 
loan, inflation occurs in the borrowing country, the value of its cur- 
rency will decline in relation to the dollar, and the sum of repayments 
will increase accordingly. Repayment does not begin until 3 years 
after the loan is made, and may continue for as long as 40 years there- 
after. Despite this increased burden if prices rise and the lower 
interest rate offered to attract repayment in dollars, it seems certain 
that most repayments will be in local currency. Thus for years to 
come, the United States will be faced with the problem of how to use 
these funds. The total value of the foreign currencies which have 
been or will be paid to the United States for surplus commodities is 
already close to $2.5 billion, of which about $1.5 billion worth is being 
loaned to the receiving countries, and thus will figure in the repay- 
ment situation. 

When repayments begin to reach substantial sums, care must be 
exercised to avoid putting an undue strain on the economies of the 
borrowing countries. If the payments are held by the United States 
and not reloaned or otherwise utilized in the borrowing country, that 
country’s money supply will be reduced and there will be a defla- 
tionary effect. This might be harmful at times, helpful at other 
times. 

There is a possibility that a substantial portion of repayments in 
local currency could form the basis of further economic development 


* Functions of a World Food Reserve, Food and Agriculture Organization, Rome, 1956. 
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loans. A policy of this kind, administered with care, would encourage 
borrowing countries to keep up their payments and to press on with 
worthwhile development programs. For this course, an expression 
of legislative intent:would be needed. Specific action could perhaps 
wait until we have had more experience, but consideration of the 
problem of how eventually to use these local currency accounts should 
begin at once. 


2. Local currency uses other than economic aid 

Payment of United States obligations in foreign countries, including 
military procurement, accounts for about 40 percent of the local 
currency we are receiving from the sale of surpluses under Public Law 
480 compared to something over 50 percent which has been used for 
loans. Approved uses are specified in the language of Public Law 
480; in section 402 sales, the uses must conform to the purposes 
approved in dollar appropriations for mutual security programs. 
There is an absolute limit—set by how great our obligations are—on 
how much we can spend abroad this way. 

There is also an economic effect that requires attention. Under 
ordinary circumstances, for example, we pay for the upkeep of a 
diplomatic mission or pay troops stationed abroad in dollars. These 
dollars are paid into the economy of the receiving country, and may 
be used to purchase any article moving in world trade. The chances 
are that some of the dollars would be spent for United States goods. 

When, instead, we pay foreign expenses in local currencies, we 
lessen our chances of making sales throuch normal export channels, 
because no dollar exchange is created. The United Kingdom, to cite 
a specific example, took ‘$27.2 million worth of surplus commodities 
in a title I deal, for which it paid us in pounds. Under terms of the 
agreement, we used the pounds for housing for the families of United 
States military personnel stationed in the United Kingdom. This 
saved us a Federal budget outlay of $27.2 million. If we had paid 
out that many dollars in the United Kingdom, the people of that 
country might have spent a good part of them for the purchase of 
imports from this country. Critics of the title | programs make 
much of this point, stressing it as a detriment to normal trade and 
to United States firms with an interest in foreign markets. 

It should be kept in mind that Congress declared economic develop- 
ment to be one of the fundamental goals of the disposal program. 
Administrators of the disposal programs are urged frequently by some 
Members of Congress, and by officials in some of the executive agencies, 
to increase the proportion of local currencies used for meeting other 
obligations. The stated purpose of the programs would be met better 
if more local currencies were assigned for economic development. 
The earmarking of local currencies is now a matter of administrative 
judgment; if Congress wishes further emphasis on economic develop- 
ment, an expression of legislative intent will probably be necessary. 


8. Grants and donations 


Grants are among the approved uses of foreign currencies obtained 
through surplus disposals but, under title I, only the two to India and 
Greece have been made. Grants made under title Il, when they are 
for the relief of suffering caused by natural disasters, are made for 
humanitarian purposes ‘and have only incidental economic effects. 
They do serve such purposes as steadying a shaky economy, hastening 
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recovery, and perhaps strengthening a friendly government, but these 
are by products of the main purpose. 

When, however, title I] grants are made on a continuing basis to 
supplement a permanently inadequate diet—as they are in Pakistan 
and Libya—their effect is the same as any continuing dole. The 
receiving nation may come to depend on the commodities; we 
may make friends as long as the grants continue, and may risk enmity 
should they have to be discontinued. Thus, important consequences 
to foreign relations are involved. 

The same can be said regarding donations through section 302 of 
title III to voluntary agencies. Here again, the humanitarian pur- 
pose is supreme. But as gifts continue year after year, they quickly 
become imbedded in the economy of the receiving country, and their 
discontinuance—for any Yreason—may raise grave international 
problems. 

A recent example is found in Egypt, where a big program existed 
under section 302 which was discontinued when fighting broke out 
over the Suez Canal. Reports reaching this country indicated dee ‘p 
resentment on the part of Egyptians, at a time when we were using 
every effort to keep that country from turning toward the Soviets. 

This is not pointed out with any idea that section 302 donations 
are detrimental. On the contrary, they are inc reasing the friendliness 
of many people toward the United States. But such programs should 
never be entered into without due regard to how long they can be 
kept up, and under what circumstances they can be discontinued 
wertloUs harmful effects to our standing among nations. These con- 
siderations will increase in importance should section 302 programs 
continue to expand eat anything like their present rapid pace. 

There is now no dollar limit on section 302 grants as there is on 
title II grants.. In light of their rapid. growth, it seems wise to con- 
sider such a limit for the future. 

There are useful economic purposes to which grants of food may be 
put, such as those approved in title [. The danger of inflation is 
always great when an underdeveloped country undertakes large im- 
provements such as irrigation, power projects, roads, and the like. 
We make loans for such projects in the hope that living standards 
of the country eventually will be raised—as they should be, if inflation 
does not destroy the potential increase in purchasing power. Grants 
of food continuing ever a specific number of years to cover the period 
when the inflationary danger is the greatest can be a useful. supple- 
ment to a loan program. The same effect is achieved through the 
provision that repayments on loans do not begin until 3 years after 
the commodities are received. 

We are using a series of grants to Bolivia for a somewhat different 
but equally useful purpose. They are being used to tide that country 
over a period of food shortage, during which efforis are being made to 
expand domestic production. We started with a $9 million grant of 
wheat and wheat flour. The Government of Bolivia sold these com- 
modities and used the proceeds for irrigation, land clearing, vocational 
education, and other projects approved by the United States. Since 
these projects take several years to reach fruition, the original grants 
were followed by others. In this and other ways, grants can be made 
to contribute to long-range economic development.”° 





° Using American Agricultural Surpluses Abroad, by Howard R. Tolley, National Planning Association, 
Planning Pamphlet No. 91, Washington, May 1955. 
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An additional point regarding grants in lieu of loans should be kept 
in mind, A country which has received a loan may not be able to 
make repayments on schedule, and may request postponement or 
reduction of the amount owed. This could lead to lengthy negotia- 
tions and even to ill feeling between the United States and the debtor 
country. 

In economic development projects, the stress should continue to be 
on loans rather than on grants. However, the use of grants in special 
situations as part of an economic development plan should not be 
overlooked. 

4. Barter 

Barter contracts under section 303 of title III may be described as 
“matched sales,” and their economic effect on countries receiving 
the surplus commodities is usually no different from that of any sale 
made through ordinary commercial channels. However, a special 
feature of the barter contracts may at times exert a stimulating effect 
on economic development. During the 2-year lapse between the 
receipt of payment and delivery of the bartered goods, there is an 
opportunity for the foreign producer to use his proceeds from the 
contract to modernize his plant or expand production. Whether this 
occurs or not depends entirely on the private judgment of business- 
men, but it is likely that the practice is rather extensive. 

The barter program is too new and it is growing too rapidly for any 
final judgments. [It is related only indirectly to foreign aid, but 
on the whole, it is worth retaining in the disposal program with the 
proviso that, as surpluses are reduced, priority will be given to 
economic aid, disaster relief, and donations to improve the diets of the 
needy. 

C. BUILDING NATIONAL AND REGIONAL RESERVES 


Reserve siocks that can be drawn on in case of emergency are 
widely recognized as useful for many countries, particularly those 
with meager per capita food supplies. They can be established 
through either loans or grants under title I, and deserve active con- 
sideration in future disposal programs. 

The Food and Agriculture Organization has been investigating the 
functions which national reserves could perform. Its Subcommittee 
on Surplus Disposal has been discussing the subject and exploring the 
attitude of the member governments. And the recent United States 
agreement for the sale of surpluses for local currency to India stipu- 
lates that some wheat and rice be placed in a national reserve in India. 

National reserves can be used for purposes in addition to the speedy 
relief from famine or other disaster. A reserve can have a stabilizing 
influence on internal prices and can discourage hoarding in times of 
prospective shortage. Some supplies from the reserve might be 
released to the internal market in time of temporary shortage and 
rising prices, to be replaced by additional acquisitions from the 
surplus countries or possibly from domestic producers. In a country 
where a large-scale economic development program is underway, 
consumer demand for food might temporarily increase more rapidly 
than production plus planned imports. The reserve can be drawn 
upon to close the temporary gap. In most countries the bulk of the 
reserve would be food grains—wheat and rice. 


! United States Exports of Surplus Commodities, by Frederick C. Dirks, International Monetary Fund 
Staff Papers, vol. V, No. 2, Washington, August 1956, 
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Other exporting countries might join in supplying part of the 
reserves. India, concurrently with its purchases for local curreney 
from the United States, purchased a substantial quantity of rice from 
Burma, 

Numerous problems for both the supplying and receiving govern- 
ments would arise in the establishment and administration of a 
national reserve. Presumably, it would be the property of the 
receiving country, but that country would need to make firm com- 
mitments concerning purposes for which withdrawals would be made, 
and the ways in which replacements would be made. If the sole use 
of the reserve were to be for disaster relief, presumably the stocks 
could be supphed as a gift under title II of Public Law 480. But in 
such a case the United States would probably be justified in retaining 
veto power over any proposed release. On the other hand, if the 
stocks were purchased for local currency, and were to be used for other 
purposes in addition to disaster relief, final decisions as to releases for 
all purposes might properly rest with the government of the receiving 
country. If stocks were used in the name of disaster relief, the United 
States would decide whether the disaster was great enough to warrant a 
gift to replenish them. 

In some countries, storage facilities for part or all of the reserve 
would have to be constructed. The stocks would have to be managed 
carefully to prevent storage losses. Measures would be needed to 
prevent adverse effects on trade and black marketing when stocks 
were released. Technical assistance in administering the reserve 
would enhance its effectiveness in many cases, and in some countries 
economic aid in constructing storage facilities might be justified. 
But none of the problems would be insurmountable, if the governments 
of the United States and other contributing countries, if any, and the 
receiving country cooperated wholehear tedly in seeking solutions. 

Regional reserves might be feasible to serve more than one country. 
A reserve for the Asian members of the Southeast Asia Treaty Organi- 
zation has been proposed. Supplies might come solely from the 
United States, or joiatly from exporting countries which are members 
of the Organization. The reserve should be in an easily accessible 
location in southeast Asia. Stocks might be loaned or sold to non- 
member governments in south and southeast Asia in times of emer- 
gency. The objectives and administrative procedures could be 
similar to those suggested above for national reserves, and it could 
be managed and administered by a special unit in SEATO Head- 
quarters. 

A regional reserve for south and southeast Asia might be created 
by the Colombo Plan countries. A proposal for the creation of a 
wartime food reserve for the European countries of the North Atlantic 
Treaty Organization has been considered by member governments. 

The financial and administrative problems involved in the creation 
and management of both national and regional reserves would be 
difficult to resolve, but should not be insurmountable. Such reserves 
would have special value in food-deficit areas. 


D. POTENTIALITIES AND LIMITATIONS 
Use of surpluses to aid the economic growth of underdeveloped 


countries has greater potentialities than have been realized to. date. 
At the same time, the use of surpluses has limitations as a direct aid 
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to development and in advancing the political and economic objectives 
of United States foreign policy. 

The potential is great, because in most countries receiving economic 
aid, food supplies are inadequate. Grants or sales for local currency 
can serve the dual purpose of increasing the supply of food and other 
commodities and increasing the funds for use in financing development 
projects. 

Economic aid is a continuing process, and use of surpluses should 

be continued on a regular basis over periods of 3 to 5 years if they are 
to be effective. They will be needed by the receiving country until 
development programs bring increases in production of the searce 
commodities, or until development in other sectors of the economy 
results in a volume of exports sufficient to provide foreign exchange 
to pay for imports through commercial channels. Because of the 
great added value of agreements extending over a period of years and 
the prospect for continuing surpluses, the legislative authorizations for 
surplus disposal m’ght usefully be extended for a 5-year period. 

One limitation on the use of surpluses is the fact that economic 
development usually requires large amounts of equipment, machin- 
ery, and other items obtainable only from advanced countries. Such 
items must be imported by the underdeveloped country and cannot 
be financed by local currencies generated by surplus disposal programs. 
Loans or grants of dollar aid are needed unless the receiving country 
uses some of its me ager foreign exchange for this purpose. In a pilot 
study of the use of surpluses for economic aid to India, the Food and 
Agriculture Organization has estimated that, even in projects where 
the cost of labor is highest in relation to other expenditures, only 
rarely could more than half of the total costs of a project be covered 
by local currencies ge nerated by agricultural surpluses. 

Another limitation is the difficu! tv which receiving countries have 
in absorbing large importations of United States surpluses without 
sharply reducing the consumption of other imports or lowering prices 
to their own producers. Caretully planned programs in the receiving 
countries, which take account of the rate at which surpluses are to be 
a rsed into market channels and the manner of distribution, can 

ase this problem. Workers on development projects might receive 
sais of their wages in the form of wheat, rice, and other commodities. 
Thus far, the United States has not participated in planning how the 
surplus commodities could best be distributed by the receiving country, 
and government personnel in many of the receiving countries do not 
have the knowledge and experience necessary to do so. The United 
States could render a valuable service by providing specialists in this 
field.. This would help get maximum economic development from the 
use of surpluses, and would also increase the amount of surpluses that 
could be used advantageously. 

There are special livitations regarding cotton and tobacco. Some 
countries are not equipped to manufacture additional quantities of 
cotton goods. In such cases, the cotton can be made into cloth in 
third countries, the manufacturers retaining part of the cotton as 
payment therefor. Tobacco consumption is low in many under- 
developed countries, and greater use would not have the same effect 
as more food and cotton would. 

The use of surpluses as military aid also is restricted. In some 
countries, surplus food can be used effectively in the rations of the 
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armed forces, and cotton can be used to provide clothing for them: 
In addition, local currencies can be used in military construction to 
pay for labor and domestic materials. But potentialities appear 
more limited than for economic aid, unless the surpluses are used to 
pay the more advanced countries to manufacture military equipment 
for their own use or for transfer to the less-developed countries which 
do not have facilities for producing it domestically. 

Some of the limitations in the use of surpluses can be overcome in 
the planning and administration of the program. In general, the 
need for economic development is so apparent and the deficits of food 
and other agricultural commodities so great in many of the under- 
developed countries, that opportunity for the creative use of surpluses 
may well increase with experience. Our abundant supplies are a real 
national asset for promoting economic and social development in 
friendly countries. 


IV. PrRoposats FOR INTERNATIONAL COOPERATION 


The creation of an intergovernmental agency to acquire excess 
stocks of agricultural commodities, and to handle and distribute them 
in ways which would be mutually beneficial to both exporting and 
importing countries has been under consideration by the member 
countries of the Food and Agriculture Organization and the United 
Nations for a number of years. Several proposals have been made. 
There is general agreement as to the purposes and objectives to be 
served. But no agreement has been reached on definite methods of 
acquiring, financing, and distributing the surpluses, nor on how to 
resolve the many intricate international financial and administrative 
problems which would confront the agency. 


A. THE WORLD FOOD BOARD 


In 1946, at a special meeting of the newly formed Food and Agri- 
culture Organization, it was recognized that the wartime food short- 
ages which still existed might soon disappear, and that some countries 
then would be confronted by surpluses of some commodities, while 
serious hunger and malnutrition persisted in many areas. The Direc- 
tor General of the Food and Agriculture Organization was diréeted to 
present proposals for dealing with these longer term problems. He 
proposed a World Food Board, with these functions: 

1. To establish a world food reserve to relieve emergencies 
created by crop failures in any part of the world. 

2. To stabilize prices of agricultural commodities in world 
markets. 

3. To finance disposal of agricultural surpluses on special terms 
to countries in urgent need. 

4. To cooperate with other intergovernmental agencies con- 
cerned with industrial and agricultural development and with 
international trade policy 

These general objectives were accepted by the Food and Agriculture 
Organization Conference; and a Preparatory Commission, composed 
of representatives of the 18 member countries, was appointed to bring 
forward specific proposals. The Commission, after lengthy study, 
did not recommend a World Food Board, empowered to pursue the 
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eapatiien set forth by the Director General; instead it recommended 
at— 

1. Famine reserves be set up by individual countries, both 
importing and exporting, for use nationally and internationally 
under agreed conditions. 

2. Price stabilization reserves, or buffer stocks, of specific 
commodities be accumulated by individual countries, but adminis- 
tered under internationally agreed rules. 

The Commission also made a series of recommendations for sales 
of food at special prices to relieve hunger and improve nutrition. 
However, the member governments of the Food and Agriculture Or- 
ganization took no action to implement any of the recommendations. 


B. INTERNATIONAL COMMODITY CLEARING HOUSE 


By 1949, surpluses of some commodities were appearing, especially 
in the United States and other dollar-area countries, although supplies 
in other parts of the world were still low. The Director General of 
the Food and Agriculture Organization was asked to present to the 
member governments at a forthcoming annual conference proposals 
for ‘promoting the balanced expansion of world trade in agricultural 
products.”’ He convened an international group of experts in agri- 
culture and world trade, and a plan for an International Commodity 
Clearing House was developed. 

The Clearing House was to have capital of $5 billion, and authority 
to sell debentures and negotiate loans secured by stocks in its posses- 
sion. Its principal functions were to: 

1. Purchase stocks of commodities in surplus supply. 

2. Make sales to be paid for in the currencies of the receiving 
countries. 

3. Make sales at special prices to countries in need. 

4. Hold surplus stocks as reserves against periods of shortage. 

5. Negotiate exchange of commodities on a barter basis. 

The proposal was presented to the Food and Agriculture Organiza- 
tion Conference in 1949, but it was not accepted. 

The objectives of the World Food Board and the International Com- 
modity Clearing House were generally accepted by the member gov- 
ernments of the Food and Agriculture Organization. Unwillingness 
to establish either the Board or the Clearing House apparently was 
caused by the fact that each had a rather wide range of objectives, 
without specific recommendations concerning financial and other obli- 
gations to be assumed by member governments. Nor were the 
methods of administration and operation specific, and it became 
obvious that in pursuing the different objectives, different methods of 
operation and varying obligations of individual governments would 
be necessary. Some governments, including the United States, ap- 
parently believed that bilateral programs of individual governments 
would be more effective and would serve their national interests 
better. 

C. WORLD FOOD RESERVE 


Study and debate nevertheless continued in the Food and Agricul- 
ture Organization, the Economic and Social Council, and other organs 
of the United Nations. And in 1954, the United Nations General 
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Assembly debated the feasibility of establishing a World Food Re- 
serve within the framework of the United Nations. The main 
objectives of the reserve would be to— 

1. Raise levels of production and consumption in areas of 

chronic malnutrition. 

2. Relieve famine and other emergency situations. 

3. Counteract excessive price fluctuations. 

4. Promote the rational disposal of intermittent surpluses. 
The Food and Agriculture Organization prepared a comprehensive 
report on what was being done, nationally and internationally, to 
meet these objectives, and submitted it to the Economic and Social 
Council in late 1955. It was discussed at length at the Council meet- 
ing in the summer of 1956. Most of the participants in the discussion 
endorsed the idea of a World Food Reserve, but the representatives of 
the United States and the United Kingdom were opposed. The 
Council is continuing its study, but has not yet reported its conclusions 
to the General Assembly. 


D. INTERNATIONAL FOOD AND RAW MATERIALS RESERVE 


Many individuals and groups in the United States believe that the 
creation of an international agency to handle the disposal of all or part 
of the surpluses of the United States, and of other countries, would be 
in the national interest. They believe that the United States should 
take the lead in the United Nations and its agencies in efforts to estab- 
lish such an agency and develop workable programs. 

A Senate resolution (S. Res. 86, 84th Cong., 1st sess.), sponsored by 
22 Senators, was introduced in the 84th Congress, which authorized 
and directed the President and his representatives at the United 
Nations, the Food and Agriculture Organization, and other appro- 
priate international bodies to enter into international negotiations for 
the purpose of preparing a specific plan for an international agreement 
or agreements on the creation of an International Food and Raw 
Materials Reserve. A somewhat similar resolution (S. Res. 85, 84th 
Cong., Ist sess.), looking toward the creation of a World Food Bank, 
was introduced. The Senate Foreign Relations Committee held 
hearings on both these resolutions. They were supported by many 
private individuals and groups, but the executive branch of the 
Government opposed them. The proposed International Food and 
Raw Materials Reserve would— 

(a) Provide for the acquisition and storage * * * of farm 
products and other raw materials * * * when overall surpluses 
would otherwise cause undesirable price movements; 

(b) Be used to prevent famine and starvation; 

(c) Help absorb temporary market surpluses. * * * 

(d) Provide for the use of currencies paid by purchasers [from 
the Reserve] * * * to assist in financing approved economic and 
social development programs * * *, 

These objectives are similar to those of the United States surplus 
disposal program. However, many problems—not present in the 
United States program—would arise in negotiating the intergovern- 
mental agreement, in setting up the new international institution, 
providing finances, and establishing effective administrative pro- 
cedures. Apparently the departments and agencies of the executive 
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branch feel—as they have felt concerning all earlier proposals for 
international. action in this field—that these problems would be 
unmanageable, and that an international ageney could not be an 
effective instrument for surplus disposal. 

On the other hand, if the United States would take the lead in such 
international negotiations, many of the fears and uncertainties of 
other governments concerning the aims and objectives of the United 
States in its surplus disposal and related programs would be allayed, 
and workable and acceptable agreements for United States participa- 
tion in international programs covering some phases of our wide- 
spread operations might be reached. Lengthy negotiations might 
be necessary to reach agreement on the scope of the international 
programs and to establish workable and expeditious administrative 
machinery and procedures. The agreements would not necessarily 
cover the whole range of objectives set forth in the resolutions nor 
preclude the United States from continuing bilateral programs in the 
fields covered by the agreements. For example, the United States 
participates in, and is the principal contributor to, the technical- 
assistance programs of the United Nations and its specialized agencies, 
and of the Organization of American States, but at the same time 
conducts bilateral programs with many countries. 


E. INTERGOVERNMENTAL CONSULTATION ON SURPLUS DISPOSAL 


In 1949, the Food and Agriculture Organization established an Ad- 
visory Committee on Commodity Problems, and representatives of 
24 member governments now serve on the Committee. It makes 
periodic reports on the world situation and outlook for different com- 
modities, and makes special studies of critical supply and price situa- 
tions. Recently, the Committee has been giving particular attention 
to the utilization of surpluses. It has promulgated a set of principles 
designed to provide a maximum of beneficial effects and to minimize 
the harmful effects of surplus disposal problems. These principles 
have been accepted by 36 member nations of the Food and Agriculture 
Organization, including the United States. 

In 1954, a Consultative Subcommittee on Surplus Disposal was 
established. Represented on this subcommittee are 21 member 
governments of the Food and Agriculture Organization, including the 
United States. The meetings provide a forum for consultation among 
the United States and other countries concerning the United States 
programs. Free discussions in this subeommittee by the United States 
representatives concerning programs being considered and negotiated, 
problems encountered, and results being achieved, would be helpful 
and useful in allaying the fears of other exporting countries. The 
advice and counsel of both exporting and importing countries might 
point the way toward changes and improvements which would 
increase the effectiveness of the programs in both the United States 
and the receiving countries. When a new program is being negotiated, 
the representatives of the United States and of the receiving country 
might present the proposed scope of the program to the subcommittee, 
and obtain the reactions and suggestions of the members, before the 
program becomes final. 

Full and frank discussion and consultation on specific programs and 
policies among representatives authorized to present the viewpoints 
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and positions of their respective governments might reveal how inter- 
national programs, as contemplated in the Senate resolutions men- 
tioned above, could be organized and administered for the benefit of 
both exporting and receiving countries. 


V. SUMMARY AND CONCLUSIONS 


The purpose of this report has been to examine the existing agri- 
cultural surplus disposal programs as they relate to foreign aid and to 
determine what changes are indicated in the national interest. 

The general conclusion is that our disposal programs have proved 
useful, and should be continued with certain changes of emphasis and 
some administrativ e modifications. 

Agricultural surpluses have been a troublesome domestic problem 
for so long that their great value in aiding the development of friendly 
countries is not generally appreciated. They are an asset of unique 
value. The United States is one of the few countries that has a sur- 
plus in a world where agricultural production is barely keeping pace 
with rapidly growing populations. This asset can be used with in- 
creasing effectiveness in the achievement of our general foreign policies 
if only we recognize more fully the real contribution which our agri- 
cultural surpluses can make. 

The disposal programs are admittedly a. step away from our tradi- 
tional view of world trade with a minimum of government restrictions, 
‘They do contain elements of “state trading’ and bilateralism. But 
the major agricultural countries of the world have brought their 
governments into the pricing and marketing of farm products on a 
decisive scale. : Bilateral trading has become the rule, not the exe eption. 
If all this is painful to us, what are the alternatives? We could return 
to the policy in effect before adoption of the present disposal programs, 
which means holding our surpluses off the world market until the out- 
put of other exporting countries has been disposed of., Another 
alternative would be to abolish all Government price support and 
storage operations, and let prices be made entirely in. the market 
place. 

Assuming that neither of these alternatives would be acceptable to 
the United States, the report reaches. specific conclusions concerning 
the disposal programs and foreign aid, and presents suggestions for 
changes in them. 

A. CONCLUSIONS 


Despite substantial disposals and efforts to reduce output, sur- 
pluses of some commodities must be expected to continue for some 
time. 

2. Existing disposal programs are effective, considering the many 
United States agencies and foreign governments involved, but changes 
are needed to bring better coordination and to expedite operations. 

3. The effect on other exporting countries has not been demon- 
strably harmful despite their fears in this respect; at the same time, 
care is needed to avoid harmful effects in the Fittite 

4. The effect on countries receiving surpluses has been beneficial. 

5. Alternative methods of handling excess stocks through interna- 
tional cooperation have not been acc epted by the nations of the world; 
creation of national and regional reserves is receiving international 
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attention at present, and United States leadership might yield useful 
results. 


B. SUGGESTED CHANGES 


1. Continuation of the disposal programs should be authorized for 
an additional 5 years beyond the present expiration date of June 30, 
1957. 

2. The administrators of the programs should be free to make dis- 
posal agreements with Iron Curtain countries when and if there is an 
opportunity thereby to advance the aims and aspirations of freedom- 
loving peoples. 

3. More of the proceeds from the sale of surplus commodities for 
local currencies should be used for economic development and less 
for paying United States obligations abroad. 

4. The emphasis in economic development programs should con- 
tinue to be on loans, but it should be recognized that grants also can 
play a useful role in particular circumstances and should be used 
where warranted. 

5. In a few years, the problem will arise of what to do with the 
foreign currency funds which will be accumulated abroad by the 
United States in the form of loan repayments; a policy regarding them 
should be worked out now. 

6. There are two programs for the sale of surpluses in exchange for 
foreign currency; these should be consolidated. 

7. In the authorization of grants for disaster relief, more exact 
et guidance as to what qualifies as a “disaster’’ would be 
useful. 

8. Programs of a nondisaster relief nature now being conducted 
under title II of Public Law 480 should be transferred to title I and 
linked directly to economic development. 

9. The barter provision of Public Law 480 must be administered 
carefully to avoid retaliatory steps by other countries; as surpluses 
are worked down, barter should have a lower priority than economic 
development and relief programs. 

10. Donations to private voluntary relief agencies should be con- 
tinued, but in the light of their rapid growth, closer coordination with 
other phases of the program is needed. 

11. Earlier consultation with other exporting countries on pending 
agreements should be arranged. 

12. The food-deficit countries should be encouraged to establish 
adequate food reserves. 

13. The United States should work with receiving countries— 
always with their full cooperation—to develop methods of domestic 
distribution in those countries, which will result in increased con- 
sumption, minimizing the possibility of unfavorable repercussions on 
their domestic prices and other imports. 

14. The United States should take the lead in promoting consulta- 
tions and negotiations on the possibilities of international cooperation 
in the handling of surpluses. 
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TaBLeE I.—Value of United States agricultural exports by type of financing, fiscal 
years 1954-55 and 1955-56 























Disposal programs Total exports 
Total a eee 
| | under mercial 
Grants | Foreign disposal || (dollar) Disposal 
and do- | currency} Barter || programs|| exports Value pro- 
nations ! sales grams ? 
Million | Million | Million Million || Million | Million 
dollars dollars dollars dollars dollars dollars Percent 
70 156 98 324 74 498 65 
42 267 | 120 429 170 599 72 
24 19 23 66 179 245 27 
+ 60 168 232 158 390 60 
DF edindiownaats (3) 4 60 64 6 
27 20 (3) | 47 34 81 58 
95 127 ® || 222 | 463 685 32 
7 202 5 214 157 371 58 
(®) eB hsuteuds 2 15 | 290 305 5 
ie oh Sih Ss 52 326 378 14 
55 26 3 84 414 498 17 
16 | 121 5 142 480 622 23 
128 2| @ 130 || 82 212 62 
We iccanstbnnnctnnéeete 179 UE iii iattd 200 91 291 69 
Total, including other: | 
itniaiinincuntinensien 383 354 125 || 862 2, 281 3, 143 27 
endian nea 282 776 298 | 1, 356 | 2, 137 3, 493 39 
| } 











! Totals for commodity groups include estimated value of donations under sec. 302 of Public Law 480 
which are not identified by name in official United States export statistics. 

2 Because of differences in reporting periods, exports under Government programs are not strictly com- 
parable with official export statistics. 

§ Less than 0.5. 


Source: Based on data from The Demand and Price Situation, 1957 Outlook Issue, U. 8S. Department of 
Agriculture, November 1956. 
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TaBLeE I1.—Approximate quantities of principal commodities in agricultural 
surplus disposal agreements, fiscal years 1954-55 and 1955-56 } 


i | | 
| Feed | To- | Fats | Dairy 
| Wheat | grains | Rice Cotton | bacco and prod- 
| | | oils | ucts 

a ell oat a le a Oa 
| Ss | | | | 
| | Million | 

1954-66 | | hun- 


Million |Million| dred- |Thousand| Million | Million | Million 
Title I, Public Law 480 (sales for foreign | bushels | bushels | weight | bales | pownds | pownds| pownds 





BN. Seeds Sis ods nabtbaduwuhno wd | 49.5 25. 6 | 2.1 | 750.2) 57.3 | 183.6 | 31.9 
Sec. 402, Mutual Security Act (sales for | } | | | 
foreign currency) -. Scedeceeoepedce |; 688) 13.4 1.0 979. 5 3.6 249. 5 dune 
Title II, Public Law 480 (grants for relief) _| 20.0 | 4.4 5 27.9 |-- ; 45. 5 18.0 
Title III (donations to voluntary agencies) -|_...____! WISE. oe oe Ado 54.4 | 487.5 
Title ITI (barter) 2. _--. ateesves}\ 46010 2L4)) @you £30 fe20e 19.7 | 1.0 
Total for 1954-55___..._.--- ssssz | 183. 3 64.8 | 3.6 | 1,758.6 | 60.9 | 6552.7 538. 4 
1955-56 
Title I, Public Law 480 (sales for foreign 
SS eae oll | 110.0 | 428.9 8.4 957.1 63. 9 841. 5 | 44.3 
Sec. 402, Mutual Security Act (sales for | | 
foreign currency) ......------. ‘ ou) tae 17.7 cn 5 629. 1 1.9 126. 6 
Title Il, Publie Law 480 (grants for relief) _| 11.3 | 2.2 1.9 68-4. ccccs 20. 5 62.9 
Title III (donations to voluntary agencies) -| 3.7 1.4 1,0 cninlvennliccive maine 17.0 747, 1 
Title III (barter) ? eee | 68.6 153. 6 (3) 51.0 ie 15. 0 |--- ” 
Total for 1955-56... ..........- coal 2 203. 8 11.4 1,643.0 | 65.8 |1,020.6 854. 3 
Total for 1954-55 and 1955-56 : 448. 3 268. 6 15.0 3, 401. 6 126.7 |1, 573.3 1, 392.7 


! Varying amounts of some commodities not listed in the table are included in agricultural surplus dis- 
posal programs. 

2 Exports during the fiscal year. 

3 Small quantity. 

4 Includes 2,2 million bushels of feed wheat. 

§ Includes 167,000 bales cotton linters for Spain. 


Notr.—In fiscal year 1953-54, approximate quantities of the following principal commodities were dis- 
posed of under sec. 550 of the Mutual Security Act: Wheat—38.5 million bushels; feed grains—8.6 million 
bushels; cotton—284,400 bales; tobacco—61.6 million pounds; fats and oils—247 million pounds. 


Source: Based on data furnished by U. 8. Department of Agriculture and International Cooperation 
Administration. 


TaB.e IIT.—Quantities actually shipped under Public Law 480, fiscal year 1955-56 





Foreign Grants Dona- Barter, 
Commodity currency,| rp tle il tions, sec.| sec. 303, Total 

Title I — 302 
Wheat-_--_- i ...million bushels 93.0 12.0 3.5 68. 6 | 177. 1 
Cotton... 1,000 bales. . 467.4 28 | 51 | 546. 4 
Feed grains million bushels 23. 2 1.2 1.3 | 153. 6 179.3 
Rice, milled million hundredweight 2.6 1.9 l 2] 4.8 
Tobacco... . ...-million pounds. . 71.3 | | 71.3 
Butter Fs do 4.7 3.7 191. 4 | 199. 8 
Cheese. do 2.5 20.8 120.9 144.2 
Nonfat dry milk do 11.0 21. 5 369. 5 402.0 


Source: Based on data furnished by the U. 8. Department of Agriculture. 





AGRICULTURAL SURPLUS DISPOSAL AND FOREIGN AID 37 


TABLE 1V.—Wheat— World and United States production and exports 














Production | Exports United States exports 

| | | as percent of— 

| | so 

Year beginning July— | l 
United | | United World United 
World | States World States exports States 

| | production 

Million | Million | Méillion Million | 

| bushels | bushels bushels bushels Percent ~| Percent 
I ch isiseocnnvacdelatans 5, 310 | 823 803 170 | 21 | 21 
1ODGCORS, — ). . ticvaeish_-o- aseny 6, 100 | 759 652 | 61 | 9 | 8 
SPE cn ccdeiveccsnacadetitind 6, 375 | 1, 295 986 504 51 | 39 
Se eee ree 6, 200 | 1,098 825 299 36 | 27 
nna cchichinecacncnnuedibins 6, 760 1,019 938 366 39 36 
a ae ee eee 6, 495 988 1, 066 475 45 48 
ee eae ay 7, 560 | 1, 306 987 318 32 24 
ee ee ae 7, 465 | 1,173 879 217 | 25 | 18 
ee nc nthatiieinnd 7, 025 | 984 | 971 | 274 | 28 | 28 
PUG ME. be noose aed 7, 380 | 2 937 | 1,012 341 | 34 | 36 








1 United States exports small (not representative)—drought years. 
2 Estimated in September. 


Source: Based on data from the U. 8S. Department of Agriculture. 


TaBLE V.—Cotton—World and United States production and exports 








Production | Exports United States exports 
| as percent of— 
Year beginning August— | 1 
| | United 
World | United | World | United | World States 
States | States exports produc- 
| | tion 
Thousand | Thousand | Thousand | Thousand | 
bales | bales ! | bales! | bales! | Percent | Percent 
1924-28... .---| 26, 818 15, 029 | 14, 592 8, 817 | 60 | 59 
1935-39__. andl 31, 689 2 13, 149 | 13, 247 | 5, 589 | 42 | 43 
1948-49 ; : 29, 160 14, 877 | 10, 987 | 4,961 | 45 | 33 
1949-50____ eet 31, 310 3 16, 128 | 12, 552 6, 004 48 | 37 
1950-51... _- é awa 28, 107 210,014 11, 878 | 4 4, 280 | 36 43 
1951-52_- E 35, 680 15, 149 | 12, 185 | 5, 711 | 47 | 38 
1952-53... ; -| 36,820 | 15, 139 | 11, 754 | 3, 181 | 27 | 21 
1953-54_._- ied 39, 120 | 16, 465 13, 059 | 3, 914 | 30 | 24 
1954-55... sad 38, 630 2 13, 692 | 12, 158 3, 585 | 29 | 26 
1955-56_..- a 39, 520 214,721 | 5 12,700 | 2, 320 | 18 16 


| Bales of 478 pounds net prior to 1946 and 480 pounds thereafter. 
? United States production controls in effect. 

3 Production controls anticipated. 

* United States export quotas in effect. 

> Preliminary. 


Source: Based on data from the U. 8, Department of Agriculture. 
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TasBLe VI.—Feed grains! (corn, oats, barley)— World and United States production 
and exports 














| | 
Production | Exports United States exports 
| as percent of— 
Year beginning July— if | 
| | United 
World | United World United World States 
States | States exports produc- 
tion 
Thousand | Thousand | Thousand | Thousand 
short tons | short tons | short tons | shorttons | Percent Percent 
sc ludh thn sdsndaeiake ton 259, 692 98, 864 | 14, 634 | 1, 699 12 12 
a, « he STRESS Jeph e 259, 808 | 87, 288 | 14, 459 | 1, 425 10 2 
SBE S.A 290, 080 131, 718 10, 498 | 3, 684 | 35 3 
1949-50...........- eke 269, 440 | 116, 450 | 11, 054 4,010 36 3 
RP eibsidit: naccldes de thtow 271, 120 115, 296 10, 112 4, 399 | 43 | 4 
ERE EY 276, 740 108, 536 | 12, 407 | 3,179 | 26 | 3 
OES ee ee 293, 140 117,150 14, 312 4, 485 | 31 | 4 
EE cits his cincanseds tas 297, 140 114, 249 | 15, 323 | 3, 611 | 4 | 3 
Pi ccatdlniitiannintcnnedinienddtueie 292, 900 117, 277 | 14, 101 3, 578 | 25 3 
a leties titnngnteriniestasidetsnesticllind 320, 720 124, 359 12, 899 6, 368 49 5 


1 Does not include grain sorghums as data on world production not available. United States production 
and exports of grain sorghums at high level in recent years. 
2 United States exports small] (not representative)—drought years. 


Source: Based on data from U. 8S. Department of Agriculture. 


TaBLeE VII.—Rice—World and United States exports 














Exports United States exports 
as percent of— 
Calendar year at ee Le 
| 
World | United World |United States 
| States export production 
Million | Million 
hundredweight| hundredweight| Percent Percent 
RN eis i Be ad a ceaibie ce 141 | 3 2 21 
LGR o nnntnccbabiibabsnesnehdiidh dihece 176 | 2 1 | 13 
1948__...__. ddtbrtitiennacnhihit Dinuticndhih dbinwae 78 9 | 12 | 36 
I ine ss wsipis sth, nitsarcessses qiialtiah ali nuiontdlill i a ataae | 83 12 14 44 
Aleck dedigecntecinhabbGeh-ossoeh ates Iph-oae 88 | li 13 44 
al OO lh a cal 106 | 11 | 10 37 
ae ash OR ccack en bia inannn ahaha se 110 18 | 16 | 58 
NRE SERRE e+ +L ERE Bd aS 97 | 18 | 19 | 53 
Tl nncicdinditenensuk wiih RRs «cabdhie dkindns 102 | 12 | 12 29 
St ilnsetadadtelhauhdiiiniiadatsarunnieaniiidiahieden aecaaueee 109 ll 10 31 
' ' 





Source: Based on data from the U. 8. Department of Agriculture. 


TaBLeE VIII.—Tobacco—World and United States exports 











Exports United States exports as 
percent of— 
Calendar year | | | 
World | United World |United States 
States exports | production! 
ming | 
Million | Million 
pounds | pounds 
declared declared 
weight weight | Percent Percent 
he tala ots seat lsh dndcariiemnaanihatnbiptiil 1, 154 | 421 | 36 | 
ins taibacecaiinnlaalaghicidnienwnatap blaine catnetlicne tii 963 427 | 44 | 26 
TE nomi 1, 241 | 498 40 7 
ict ig said ici cai ctipsim ews altbenmcdb ois seston ibe 1, 200 | 478 40 26 
a a a ans on clean aueaiabio’ 1,178 | 522 41 25 
ait iaiesid N n iran nding ieen So igenndaiatinnidns 1, 155 | 396 | 34 22 
hinted inlhaai lias eLlinipand st ogpaedsin abuntarnatineenitninns 1, 302 | 519 40 25 
a ie 1, 290 454 35 23 
Gs idinilia iain nein tenia aemateeaiiied 1, 393 540 39 28 


1!Percentage that exports (farm sales weight basis) in marketing year shown comprise of production. 
Source: Based on data from the U. S. Department of Agriculture. 
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TaBLe 1X.—Cheese— World and United States exports 


























Exports ! United States exports as 
percent of— 
Calendar year 
World United States} World exporte| United States 
| production 
Thousand Thousand 
: pounds pounds Percent | Percent 
NEG - denth cctv icnnsesd. abet a adwaibs 617, 288 1, 281 0.2 | 0.3 
SU aes -4<cheehedad> pen ehouee ett 529, 104 95, 592 18.1 | 8.7 
WR ohn oda Gbss oe dncu dace) BR EE Se 771, 610 98, 021 12.7 | 8.2 
1950 Sale odes tcns cpdletettiiian seencisathibabboes 800, 810 54, 644 6.8 4.6 
BR sadn kw kk Une obase Se woreate ikibat 817, 022 80, 960 | 9.9 | 7.0 
I 5's vib ~S iu eGR ER incense. 749, 564 | 3, 811 | 5 | 3 
1953 scncrjaiialbnendvncballitndinanduaeee : 818, 836 | 20, 069 2.4 | 1.5 
SRG on bah Bh sttin vo picks caes Geek ee 834, 000 | 34, 388 | 4,1 | 2.5 
GHEE Piccccnthnittthcneteuulesiices senwcadedion i 917, 000 147, 510 | 16.1 10.9 
! Includes United States donations to private relief agencies. 
? Preliminary. 
Source: Based on data from U. S. Department of Agriculture. 
TaBLeE X.—Nonfat dry milk solids—World and United States exports 
Exports ! | United States exports as 
| | percent of— 
Calendar year ee Cee ee ad te 
World | United | World ‘United States 
| States | exports production 
ceycrersecnisneiatearmp arcsec imei ml aa ae 
| Thousand | Thousand | 
| pounds pounds | Percent | Percent 
1934-38_. Fuh dig wheats led ots wise 66, 138 | 5, 851 9 | 
nn. cateees int en Seeb ai 396, 828 360, 223 | 91 | 38 
1949 :. ; daatadba if 529, 104 | 214, 498 41 | 23 
1950 i clennsiniesie es scented 630, 762 331, 108 | 52 | 38 
1951... we & a = re As 542, 471 | 224, 094 41 | 32 
BOS nn cade icone Ci tcetewes iatenik | 485, 810 59, 526 12 | 7 
 EBERSss RRR 4 ah aa tie 585, 784 182, 510 | 31 15 
Feeeetenteucea pudenda Said cotton atti 617, 000 | 257, 234 | 42 18 
ROG 2. <nnchnttaas biiendhbalachtbencon) batinos$Rab } 730, 000 561, 371 77 |} 38 
| 
1 Includes United States donations to private relief agencies. 
Source: Based on data from U.S. Department of Agriculture. 
TaBLeE XI.—Butter—World and United States exports 
| 
Exports ! United States exports as 
percent of— 
Calendar year he 7% Y 
| United World United 
World | States exports States 
production 
Too et) Pe ote t ra “TT 
Thousand Thousand 
pounds pounds Percent Percent 
1985-30e 0 JUL ili wid Lin Lea, 1, 344, 806 1, 370 0. 01 . O1 
1948... ea iw cine ion nail st aitrahdidiliind 837, 748 5, 768 07 . 04 
1949 bios hte 7 , ie pal 947, 978 4,174 4 2 
1950... ; bbb bee eb atkins sp dete dadnbesbes 1, 103, 356 26, 317 2.4 1.6 
1951 _ooe aaa stantcaseadaual 936, 886 21, 943 2.3 1.5 
1952 a's abidiedxaabbe ose Va 947, 978 914 1 od 
NL ce ee ee 994, 216 24, 554 | 2.5 1.5 
1954 2__.___. De cwmeaiinn = ae edhe cee 1, 000, 000 54, 487 | 5.4 3.3 
Wee Fausto. be. iesetinnade~dsdds aa----| 1, 230, 000 225, 97 | 18.3 14.6 


1 Includes United States donations to private relief agencies. 
2 Preliminary. 


Source: Based on data from the U. S. Department of Agriculture. 
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TABLE XII.—Edible fats, oils, and oilseeds—World and United States production 


and exports 






































| 
| Production 2 Exports United States exports 
| as percentage of— 
Year ! 
United | United World United 
| World States | World | States exports States 
production 
slinsinipasiiicniacieean’ = il rsacet iecntiiale UN aicissenneenl emits 
| 
Million Million Million Million 
pounds pounds pounds pounds Percent Percent 
OR. cn. cacded<32 30, 760 5, 926 | 4, 790 (3) 4.6 3.7 
Sp caeassncoesd 27, 230 8, 439 2, 816 663 23.5 7.9 
as sien’ 30, 020 8, 693 3, 840 | 1, 567 40.8 18.0 
1950__.. dict dubitqwes awehd 31, 830 8, 585 | 4, 310 | 1, 168 27.1 13.6 
A re 34, 300 9, 004 | 4, 378 1, 601 36. 6 17.8 
10G2....... 33, 680 9, 014 | 3, 830 1, 217 31.8 13.5 
WE cbteswo~nsdudeSeu~ . 35, 100 9, 045 | 4, 204 94 23. 6 11.0 
ha asiahaianie in sestepneal 35, 900 | 9, 100 | 4, 936 1, 690 34.2 18. 6 
di ocean em eenestin won 36, 360 | 10, 000 | 5, 2, 202 37.4 22.0 


1 United States production on basis of marketing year beginning Oct. 1; other data on basis of calendar 
year. 

2 World data include oil and oil equivalent of oilseeds, of cottonseed, peanuts, soybeans, sunflower seed, 
olive oil and sesame, and lard and butter. United States data include foregoing except for sunflower seed , 
olive oil, and sesame. 

3 Less than 500 million pounds, 

4 Forecast. 


Source: Based on data from U. 8. Department of Agriculture. 
AppENDIXx II 


(This outline was prepared by the staff of the special committee to 
serve as a guide for the National Planning Association in preparation 
of its report to cover subjects of interest to the committee. ) 


AGRICULTURAL SurpLUS DisposaAL AND Foreten AID 


Purpose.—This project will survey the extent to which surplus agri- 
cultural products are a factor in foreign aid. It will examine the 
types and amount of commodities that are involved and present 
techniques for their disposal abroad. The study will discuss the 
advantages and disadvantages of agricultural surplus disposal abroad 
with respect to the overall objectives of foreign aid. It will consider, 
finally, the extent and manner in which disposal abroad of agricultural 
surpluses can be more effectively integrated with foreign aid programs. 
The study is aimed at assisting members of the committee to determine 
what changes, if any, in existing legislation pertaining to foreign aid and 
agricultural surplus disposal are indicated in the national interest. 

I. How much agricultural surplus is now being moved abroad under 
Government disposal programs? <A survey of the amount and types of 
commodities which have entered into special disposal programs during 
the past 3 years. This section should cover the following points. 

(a) Types of commodities and value. 

(6) Volume as a percentage of total United States production, total 
United States surplus and total world trade. 

(c) Countries to which surplus commodities have been supplied. 

Il. How are agricultural surpluses presently disposed of abroad? A 
summary of Public Law 480 and any other pertinent legislation and a 
review of the manner in which it is being administered. 

(a) Summary of the legislation. 
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(b) Role and methods of the Department of Agriculture. 

(c) Role of Department of State. 

(qd) Role of Department of Defense. 

(e) Coordination of the activities of the departments and agencies 
for purposes of integrating objectives of surplus disposal programs and 
foreign aid programs, in the context of total foreign policy interests 
of the United States. 

Ill. To what extent can agricultural surplus disposal abroad, as pres- 
ently pursued, serve the objectives of the foreign aid program and United 
States foreign policy? (Coordinate with project 2.) An examination 
of the potentialities and limitations of the direct functions which agri- 
cultural surplus can perform in connection with foreign aid, and the 
extent to which the uses of the proceeds in foreign currencies from the 
sales of surpluses can replace direct dollar assistance under the aid 
programs or otherwise be used to serve the national interest. To 
include the following: 

(a) The effect of the program upon the countries purchasing United 
States surplus agricultural products. 

(b) The effects of the program upon other agriculture exporting 
countries. 

(c) The beneficial and detrimental effects of the program as related 
to United States political and economic objectives 

(d) The effects of uses of foreign currencies rec ‘eived from the sale 
of surplus agricultural commodities. Include authorized uses and 
actual uses. ‘Treat specifically: 

(1) Relative merits of present balance between military and 
economic development uses. 

(2) Relative merits of grants as compared with loans. 

(3) Provisions relating to dollar returns (sec. 104 of Public 
Law 480). 

(e) The effects of uses of funds granted to private nonprofit volun- 
tary organizations (sec. 416 of the Agricultural Act of 1949, as amended 
by sec. 302 of Public Law 480). 

(f) The effects of the famine relief and other assistance provisions 
of the act. 

(g) The effects of the barter program for strategic materials (sec. 
104b and 302 of Public Law 480). 

IV. What alternative methods are possible for the disposal of surplus 
agricultural commodities abroad, and what are their relative advantages 
and disadvantages? An examination of alternative proposals for the 
disposal of United States surplus agricultural products; an analysis 
of the relative merits of these proposals in terms of United States 
political objectives, the economic needs of foreign countries, and 
probable effects upon United States agricultural surpluses. 

(a) The proposal for the United Nations Food and Agriculture 
Organization for a World Food Bank. 

(6) International Food and Raw Materials Reserve. 

(c) Other proposals. 

V. Can surplus disposal abroad be maintained at current levels or 
be increased in conformity with the objectives of United States foreign aid 
programs and foreign policy generally? Summary of changes in present 
surplus disposal methods, if any, which may be indicated on the basis 
of the analysis in paragraphs III and IV above. 


O 





